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CODE or ETHICS 


NATIONAL RETAIL CREDIT ASSOCIATION 


National in Name -- International in Scope 


1. To encourage the broadest use of consumer 
credit consistent with sound business principles 
and the welfare of the community. 


2. To protect the interests of credit granters and 
customers alike by obtaining credit reports on 
all applicants for credit, by reporting to the 
credit bureau unsatisfactory credit experiences 
and by declining to sanction unsafe credit risks. 


3. To educate the public in the proper use of credit, 
as a relation of mutual trust, and to the value of 
establishing and maintaining good credit records. 


4. To counsel and protect customers against the 
tragedy of going into debt beyond their ability 
to pay; to safeguard their credit standing by re- 
quiring payments according to agreement. 

5. To cooperate wholeheartedly with other credit 
granters in matters of credit policies and credit 
terms affecting the business welfare of the com- 
munity and the public good. 


Shown One-Half Actual Size 


After years of study, the National Association has port of its message can be absorbed by all credit applicants 
adopted a new Code of Ethics which has a message for and customers. 
consumers and credit granters alike It is supplied on heavy weight white ledger paper, size 


1014 inches by 15 inches, ready for framing. The text is 
printed in black—the emblem is steel-die embossed in dark 
over every credit interviewer’s desk—so that the full im- blue and gold. You have to see it to appreciate its beauty! 


It should be framed and hung in every credit office— 


Price, 25c each—5 for $1. Special prices on large quantities. 
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OW TO MAKE 
BIGGER PROFITS 
FROM CREDIT 
MERCHANDISING 


There are several ways to make 
more money from credit mer- 
chandising. One is to make the 
same percentage of net on a 
larger volume of sales. Another 
is to increase sales and increase 
net. But a third, and often sim- 
pler way, is to make a /arger 
percentage of net on the same 
volume of sales. 


What to do to increase net 
How can you increase the net 
on your present sales? By tak- 
ing six simple steps. These steps 
are described in the free book- 
let, ‘Controlled Installment 
Credit,”” by the well known 
credit authority, Clyde W. 
Phelps. In this practical book- 
let you will learn how outstand- 
ingly successful retailers cut 
bad debt losses. The experience 
of others will show you how to 
increase the net earnings of 
your business. 

‘‘Controlled Installment 
Credit” is one of five booklets 
published by Household Fi- 
nance Corporation as a contri- 
bution to better credit methods. 
These booklets tell ways to 
solve some of the most impor- 
tant problems before credit 
men today. 

Take slow-pay customers. 
These cost you money in ten 
different ways. The booklet 
“Ten Hidden Losses in Slow 
Charge Accounts” shows just 


what to do about slow-pay cus- 
tomers and how to reduce the 
losses they cause. 

Or take age analysis of credit 
accounts. Many retailers do not 
realize how this simple practice 
cuts bad debt losses, extra in- 
terest, bookkeeping and collec- 
tion costs. The Household book- 
let, “Age Analysis of Charge 
Accounts,”’ tells how to make 
such an analysis and how to 
profit by it. 


Community action cuts 
costs 


In another booklet, ““A Con- 
trolled Credit Policy,”’ you will 
find forms, letters and detailed 
suggestions for putting into 
effect the controlled credit pol 
icy which has proved successful 
in so many retail businesses. 

Can community credit con- 
trol help you increase your net? 
“A Community Credit Control 
Policy” tells the advantages 
such a policy has brought to 
retailers in Cincinnati, Detroit 
and other cities. It tells how 
you can create a similar policy 
in your own city. 


One volume sent free 


Household Finance will gladly 
send you any one of these help- 
ful booklets free. Why don’t 
you send the coupon for the vol- 
ume which most interests you? 


See Household’s interesting exhibit Stretching Your Dollar” 
in the Consumer Interests Building, New York World’s Fair 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 


“Doctor of Family Finances” 


...one of America's leading family finance organizations with 251 branches in 161 cities 


HOUSEHOLD FINANCE CORPORATION 


Dept. CW-9, 919 N. Michigan Avenue, Chicago, Illinois 

I wish to receive a free sample volume from your Credit Library for the 
Retailer. (Please give name of booklet if you wish to receive a particular vol- 
ume.) This request places me under no obligation. 


Name 


City... 


State. . 























cA Message From the President 


ROBERT A. ROSS 


Credit Manager, Neiman Marcus, Dallas, Texas 


Early in each new fiscal 
Our Program year your Association re- 
views the  accomplish- 
for ments of the preceding 
fiscal period, and upon 
]1939- 1940 the basis of experience 
through the years that 
have gone before, plans 

its activities in the new year that is beginning. 

What will be our dominant aims in 1939-1940? 
Let’s look frankly at our several programs. 

Legislative— With a strong Legislative Commit- 
tee working under the direction of our First Vice- 
President, and with the counsel of our Washington 
representative and our Board of Directors, it is 
planned that we will follow the basic procedure of 
former years by keeping constant watch over pro- 
posed national legislation to the end that the con- 
sumer and consumer credit granters will have due 
consideration in any new national legislation that 
is proposed. 

This Committee will also counsel with the Ad- 
visory Legislative Committee, the Legislative Com- 
mittee of Canada, and the Legislative Committees 
of our several Districts to the end that state legis- 
lation affecting the credit structure will conform 
with national thought. It is expected that the work 
of this Committee will be outstanding so that our 
law-making bodies will continue to look to the Na- 
tional Retail Credit Association as the dominant 
agency in the field of consumer credit management 
in North America. é 

Research—An able Research Committee will as- 
sist our Research Director, Arthur H. Hert, in de- 
veloping our program of fact-finding to the end that 
essential operating statistics will be available at 
stated and frequent intervals so that our membership 
may have this accurate data as an aid to mapping 
their business course, just as the mariner plots his 
course from his mathematical findings. 

The success of this program will depend upon the 
close cooperation of our membership in answering 
questionnaires that will-be mailed at intervals dur- 
ing the year. It is a program that can be made very 
valuable to you through the cooperation of all. 

“Credit World’—An_ outstanding committee 
will study plans for any needed or possible improve- 
ment in our National publication to insure that it 
will carry articles of interest to every industry rep- 


resented in our membership and to offer suggestions 
to our Board concerning any change or improve- 
ment in such specialized services as the “Barometer 
of Retail Business,” “Better Letters,” and “The 
Credit Clinic.” 

Public Education— Many representative towns 
and cities have under way, and will continue, Pay 
Promptly campaigns through the press, radio, di- 
rect mail, and public schools. A competent Pay 
Promptly Committee, composed of men of wide ex- 
perience, will be glad to counsel with any commu- 
nity conducting or considering such a program. 
This work is of great importance because the es- 
sence of a sound credit structure, local, state, and 
national, is a credit-conscious public. 

Vocational Education— O ur Educational 
Course has met a great demand from local Credit 
Bureaus and Associations for use in Credit Schools 
because the book upon which it is based, Retail 
Credit Fundamentals, is generally acknowledged 
the best treatise that has been prepared upon this 
subject. Your capable Educational Committee is 
working on plans now for an Intermediate and 
Senior text to complete the planned three-year study 
course. More than 5,000 credit workers have al- 
ready studied the Fundamentals course in Credit 
Schools. 

If your community has not already used the 
course, plan now to conduct a Credit School this 
fall. You will be as enthusiastic about Credit 
Schools as the sixty-six cities which have successfully 
used the National Plan. 

As evidence of the desire of your Asséciation to 
be of every possible service to its members, a new 
Program Committee has been appointed to gather 
the best thought on programs for District Meetings. 
The counsel of this Committee is available to any 
district. It is our hope and aim that the programs 
of district conferences this year will present a wealth 
of information and modern ideas that will encour- 
age a large attendance at every meeting. Plans are 
under way now for the culmination of our Educa- 
tional Activities at our National Convention with 
a program truly national in character and scope. 

This is your Association—give to it liberally of 
your talents, call upon it for any service it can ren- 
der you, and the success of our endeavors will be as- 
sured. 
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- Business Is--What? 


By DR. AURELIA HENRY REINHARDT* 
President, Mills College, Oakland, Calif. 


EMBERS of the National Retail Credit Asso- 

ciation, you call this “woman’s day.” Cer- 

tainly in your introduction this morning the 
woman guest speaker has been given more than her due. 
I am reminded of the Negro preacher who thought Eve 
had not had her recognition. In his version of the Gene- 
sis story he told of the Garden of Eden and its beauty, of 
Adam’s uninterrupted loneliness, and of the good Lord 
coming down and feeling sorry for the man of His crea- 
tion. So He induced sleep and opened Adam’s head, 
“took out his brains and made Eve!” 

Charles Dana Gibson tells the story about the bishop 
who was discoursing on the subject of men and their 
duties. Afterwards, a young girl of his congregation ap- 
proached the bishop and said: “I do not see why you put 
all the responsibility on the men.” The bishop replied, 
“The men embrace the women, do they not?” “Of 
course,” replied the maiden, “but, bishop, not in church!” 

In this country of ours, women always have had a 
human task. You know the first task 
the passengers of the Mayflower under- 
took on landing. The men did the 
praying, giving thanks for their safe ar- 
rival in the new land, and the women 
did the washing—washing which had 
accumulated during the voyage from the 
old world to the new. There need be 
no quarrel abeut human responsibilities. 
There are enough for both sexes. 


zen must “believe, obey, and fight,” but your creed is to 
believe, to sell, and to receive payments ; believe that your 
goods may be sold and that you may be rightly remuner- 
ated. It is a fact that in these disturbing government 
ideologies the words “credit” and “believe in” are at the 
very center. What an important word it is in civilization! 
Neither business nor government can exist without credit 
somewhere. 

Browning said something that comes to my mind when 
I think of business, 

“God uses us to help each other sow, 
Lending our minds out.” 

You and I are living in a day in which business is having 
difficulties because men have not yet learned how to make 
a partner of money and mind. Money and mind! Pur- 
chasing power and intelligence! 


Business Is Exchange 
Treasure Island with its fairy land of towers, gardens, 
and fountains has seemed a miracle to 
this guest. She was born in a little 
street on Nob Hill, and as a child and 
young woman saw business come to this 
beautiful port dedicated in the name of 
St. Francis. As a very little girl, I re- 
member being taken down to the 
wharves by my father, who, a New Eng- 
lander, had come round the Horn from 
Boston and had planted a business of 
his own, dealing with merchandise, and 
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therefore he was called a merchant. We 


Modern women have taken on the would come down to the wharves when 








tasks of the day, speaking from a geo- 
graphical point of view and that of the 
era. When have not American women worked? 
if it takes the form of creation of beauty and developing 
the cosmetic business, one of the largest in the country, 
and also a large concern of the Retail Credit Association. 

As the new Secretary of Commerce said: “This is too 
busy a world in which to make speeches unless you are 
going to do something about it.”” Well, I just expect to 
make the speech. If there is anything worth while in it, 
take it home and think about it. Thoughts of value, like 
seeds, have to sprout if they fall into good ground. You 
would not ask a pedagogue to give you new methods of 
finding credit status of individuals, of industrial organiza- 
tions, of railroads, or of airplane companies. 

Women today are thought of as spenders rather than 
makers of money. 





even 


Yet the process of spending is in- 
volved in your problem, as to whom credit is to be given. 
Credit, which comes from the Latin word meaning “to 
believe,” and “to have faith in.” It is the same word as 
“creed.” It is the first of those three terms that are 
carved in every cathedral in Italy, painted on garden 
walls—credere, obedire, combattare. Every Italian citi- 





*An address at the Twenty-Seventh Annual Convention, 
N. R. C. A., San Francisco, Calif., June 20-23, 1939. 
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ships came in, and because of that I have 
always associated ships with fragrances 
—fragrance of tea bales from ships beyond the Pacific; 
coffee from Java and other southward islands; pineapple 
and sugar cane from the Sandwich Islands; and bananas 
from the Central Americas. When I asked what would 
go back in the ships, he said, “We'll come down and see,” 
and we did. When the ships were loaded, I saw meat 
going into the holds, hides, unsacked wheat, sacked wheat, 
flour, and hay in bales, and I learned from my father that 
business was exchange. Rice came over the seas, and there 
went back dried and canned fruits. I learned that business 
was exchange, and I believe one obstacle to the normal 
functioning of business is that we are forgetting it is ex- 
change. Many believe that business goes one way, i.¢., 
how much you can sell to a given community or state, for- 
getting that the given community or state cannot pay for 
that merchandise unless they can sell their goods and 
effect an exchange. Even where you deal with people and 
want to know what their credit is, you surely want to 
know whether the carpenter is a good craftsman, whether 
the farmer has a crop which is valid, or whether the pro- 
fessor’s knowledge is worth a salary. 








Of course, business can be defined as concerned with 
all production from the earth itself. I learned early that 
on New England farms, exchange system was used—the 
farmer’s wife brought eggs and took home cloth, brought 
butter for buttons. In my own state, some such examples 
of exchange exist, but oftener there is money in between 
the exchange processes, because things are grown on a 


larger scale. On our splendid farms and California 
ranches, I learned that sheep meant wool, wool meant 
cloth, the manufacture of wool goods meant tailoring. I 
learned about lambs and mutton; about cattle being 
driven by cowboys to the meat packers. Yes, business is 
the production through the earth of growing things, which 
mean food, clothing and shelter. Slowly into my native 
California I saw business become industry and manu- 
facturing. 


Mass Production By Machinery Increasing 

We really are not yet a manufacturing state because the 
population is larger and more centralized to the eastward. 
Incidentally, one of the chief reasons for revolt of the 
colonies from old Mother England was the mandate that 
their raw products had to be sent to England, where the 
factory processes took place and whence the finished prod- 
uct was sent back, allowing the colonists the pleasant lit- 
tle task of paying import duties and supporting the home 
government. Business in this country is not only the pro- 
duction of material itself, but the manufacture of articles 
out of that material, with the result that the United 
States is forging ahead of Europe in mass production by 
machinery in centralized factories. Women went out of 
their homes originally into factories, not because they were 
rebellious, but because invention, the new necessities of 
factory organization, made them needed as workers. 
Looking back over our history, it was this need of workers 
that induced swift increase in population by immigration. 
The reduction, by law, of this immigration beginning in 
1923, now affects that expansion of business, and has be- 
come one of the greatest problems in the 1930's. 

Business as exchange, as production and processes mak- 
ing exchange possible, increased. The vision of railroads, 
iron tracks from Boston to San Francisco, the vision of 
steam in ships making the Mississippi River another kind 
of road carrying goods and people from New Orleans to 
Chicago on the Great Lakes—these visions came and with 
them the incentive to increased invention and the mak- 
ing of machines that would change population from agri- 
cultural to industrial occupation and with that into large 
scale financing. 


Absentee Owners Cause Credit Problems 

Because there was industry and continual enterprise, 
such as railroads, the idea of “corporation of absentee 
owners” came into existence. Telephone and telegraph, 
cable and steamship lines increased the number of oppor- 
tunities for corporate business so that men, united in a 
single enterprise, might live in a dozen cities operating a 
great industry that encircled the very globe itself. Ab- 
sentee owners, directors, and stockholders created policies ; 
companies moved into Mexico to take out metal to be 
minted in San Francisco or Washington; wheat in Can- 
ada now sold under American names in China all resulted 
in problems of credit that are continuing problems of 
your organization today. 
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Business is—What? I began with the local proof that 
business is always exchange. In order for two families, or 
two communities, or two states to live, they must exchange 
goods or services. In developing exchange, agriculture 
has the historic first place—the use of the earth for the 
production of all things and materials man needs for 
shelter, clothing, nourishment and comfort, and which 
can easily be exchanged. Business, as exchange, grows 
through the making of articles by hand, and later mass 
production of thousands of articles of use, comfort and 
beauty of which early man never dreamed. And the 
business moves out into that challenging enterprise of 
banks, bond houses, and credit associations, creating many 
new services to be exchanged. Great business today has 
to do with recessions and depressions, a movement of all 
nations into a disordered condition as far as their credit 
and finances are concerned. 


The Importance of Research 


From the viewpoint of services today, business is 
scholarship and patient research. I had a friend by the 
name of Dr. Slosson who taught chemistry in the Uni- 
versity of Wyoming. An owner of newspapers (who 
was developing a chain of newspapers) was the first to 
have the idea that a scientist might develop a new kind of 
useful journalism. Dr. Slosson became an editor of sci- 
entific news, a job he did so well that he continued it for 
the rest of his life. Further, it is impossible to estimate 
the value of that idea in journalism, the knowledge shared 
with uncounted readers and the number of men and 
women who since then have had scientific columns in 
other journals. It has also been the incentive for many 
undertakings like “Information, Please!” 


Research continually increases opportunities for new 
enterprises and exchanges. Until a few decades ago, some 
edible vegetables like the tomato were believed to be poison. 
Science proved the tomato nutritious. It became a chef’s 
challenge, the basis of salads and soufflés. It has also 
increased the canning business. Medicinally, it has helped 
out the undernourished. Tomato juice is today a part 
of the diet in many parts of the world. 


Research, not alone in food but in physical science, is 
gradually removing incredulity, stupidity and ignorance 
about many things. As these new knowledges become a 
part of daily life new businesses emerge, supplying human 
needs for eating, comfort, warmth in the home, finding 
new materials to work with, etc. 


A University of Chicago botanist noticed the wilted 
carnations in a hothouse one day. He asked how the hot- 
house was heated and was told that ethylene gas was used. 
Dr. Arno Luckhardt, a physiologist, experimented and 
found that ethylene was an anesthetic, and since then, 
millions of surgical operations have been performed pain- 
lessly by a new and available type of anesthetic. An 
older story of the great scientist Michael Faraday is in 
point. A politician once asked him why he was wasting his 
life studying cosmic rays. “What good can it do?” “Some 
day you will be taxing it,” he answered. His discovery of 
electro-magnetic induction is the basis of our electric in- 
dustry. Does our government tax it? Has it created 
business? In a thousand ways, is the answer. 
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Profitable Salesmanship 

Business is salesmanship! Carl Crow’s book, Four 
Hundred Thousand Customers, is worth your reading 
for the amusement as well as the knowledge it will give 
you. He explains, for one thing, why sleigh bells are used 
in Manila. Some factories had more bells than they could 
sell to Alaskans, so they took them to Manila and inter- 
ested drivers of trucks, taxis, and other vehicles, in the 
pleasant music of bells. Today, there are more sleigh bells 
sold in Manila, where one runs the danger of sunstroke, 
than are sold in countries of snow, ice and frozen roads. 
He tells of the dignified men of Mongolia who have been 
taught the dignity of western headgear. One hat proves 
a man to be an experienced world citizen. To wear two 
or three at the same time elevates him to a place enviable 
in the eyes of all beholders. In China, rickshaws are made 
safe for continental or metropolitan highways by adding 
the equipment of out-moded American auto horns. Such 
canny salesmanship in these days of rapid communication 
and many films might prove a boomerang. Perhaps Ameri- 
can salesmen may soon find that a jest might be carried 
too far, and should never be carried beyond the bounds 
of one’s native land. 

On going to Japan recently, an Oriental gentleman 
was seated at my table. He never spoke beyond a greet- 
ing until the day before reaching port, when he asked me 
if I were going to Japan. “Yes,” I replied. “You go as 
missionary to teach religion?” ‘‘No,” I said, “I have not 
the honor of being a missionary.” “You go as teacher in 
school to teach the American ideal?” “No,” I replied. 
“Oh! then you go to sell something!”’ According to his 
experience, Americans go to Japan either to preach the 
Christian religion, to teach America ideals, or to sell 
American goods. I was quick to explain that I was con- 
cerned for the moment in exporting Japanese ideas and 
goods rather than in importing anything. I went to Japan 
to bring back something in exchange. I would visit their 
temples for their religion, I would visit their schools to 
see what and how they taught, and I would purchase 
some things which are made so beautifully in Japan alone. 
Earlier in the 19th century, our country in its business re- 
lations was pretty haughty; felt there was nothing the 
rest of the world could give us; believed that we should 
take our money and go across the world to tell them how 
perfect all things were at home. 


Our National Debt Increases Rapidly 


Why is there so little international business and inter- 
national confidence today? Why is money so cheap that 
thrift is discouraged and yet nations are bankrupt and not 
able to pay what they owe? I believe it is the habit of 
debt—personal and community debt—that was so great a 
convenience for years and today hampers us at every turn. 
Personal debt brings too many men to suicide, and when 
we bond our towns beyond what generations can pay, we 
crystallize countries into dead lands. According to a 
statement I read a few days ago, I find that this nation 
owed one billion dollars when its wealth was 86 billion 
dollars in 1900. Today, we owe almost 40 billion dollars 
although our wealth, and we are the wealthiest country 
on the planet, is 350 billion dollars. In other words, at 
the turn of the century our debt was Meth of the assessed 
value of this country, while today our debt is forty times 
greater than it was in 1900 and the manifolding wealth 
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is only four times. Imagine such stupidity; as business 
folk we are fools! That condition in other lands is one 
important cause of the rise of dictatorships. People be- 
come confused, helpless with the burden of personal and 
national indebtedness. Active business stops and in coun- 
tries with less material wealth, leaders are yielded to, who 
promise a way out of chaos. As long as business is a surely 
growing enterprise, borrowed money may be a necessity. 
The growth of the business insures the interest and the 
scaling-down of the debt. But, if business becomes static, 
loans become a burden that means loss, and “loan oft 
loses both itself and friend.” Will not the increase in 
unproductive armament make “confusion more con- 
founded”? Today the world debt is estimated in its 
growth as follows: 

1850—1,050 million people 714 billion dollars 

1890—1,500 million people— 2714 billion dollars 

1939—1,800 million people—135 __ billion dollars 
Yet, we find ourselves in confusion, the United States 
with an assessed wealth greater than any other nation, 
with more raw materials, more industry—and more debt! 

You have a right to ask what is the credit of the na- 
tion, as well as what is the credit of an individual cus- 
tomer. Certainly business and government are not syn- 
onymous. In periods of depression, government has a 
right to direct relief, but certainly if the government is 
going to employ men and women in business enterprises, 
employment should be through business firms. Govern- 
ment exists to advise, counsel, support, and protect the life 
and enterprises of its citizens. It must not become a 
competitor in business. Bruce Barton reminds us that 
individuals and groups should be given credit when they 
are able by using credit to pay back what is given. If we 
are buying, we must pay back in money. If it is the 
process of exchange, we must have the crops or merchan- 
dise or knowledge in exchange for goods received. 

Various Factors Causing a Depression 

You have the right to ask the cause of national paralysis 
in many lines of business, wholesale and retail. This is 
not the place to talk of the many causes that help to bring 
about temporary or prolonged stagnation. It is not always 
possible to distinguish between cause and effect. Unem- 
ployment means less money for the average consumer, on 
the one hand, and less reason for factories to be busy and 
farms to be planted, on the other. International trade 
no longer takes up the surplus of production, and home 
prices are forced down below production cost, although 
consumers have not the money to pay that cost and their 
services go begging. 

Besides, producers on farms, in factories, and in retail 
trades are learning unwillingly what has happened and is 
happening to the population of this country. Automatic 
increase, by birth and immigration, justified business ex- 
pansion until 1890. Then, as statisticians prove, rates of 
growth began to drop: 1890-1900, 21 per cent; 1920- 
1930, 15 per cent; and 1930-1940, 7 per cent. After all, 
the amount of business will always depend on two factors, 
the number of people served and their ability to pay. 

Do I repeat too often that business as occupation is 
many things? It touches modern life at every point, mod- 
ern life with its multiplying demands. It challenges intel- 
ligence, invention, industry, imagination, and it challenges 
character. Neither a person nor a nation should buy what 

(Continued on page 32.) 











States 32 million dollars annually. Other ready- 

to-wear returned merchandise costs on an average 
of 108 million dollars each year. There is a 15 per cent 
return of negligees, and 14 per cent return of underwear. 
It costs a store an average of $4.00 to accept for return a 
dress selling for $25.00. Interesting facts, yes. ‘Their 
source—The National Retail Dry Goods Association Sur- 
vey of January, 1939—and there is nothing new about 
these figures, nothing not well known to each of us and 
to the organizations we represent. 

The challenge in the situation lies in the fact that some- 
thing can be done about it, that organizations are attempt- 
ing to remedy it, and that the problem of returned mer- 
chandise is receiving more and more attention each year, 
and that some little progress is being made. 


Risers 32 « dresses cost retail stores in the United 


Reasons For Returns 

Thinking customer groups are not indifferent to the 
problem. In 1934, the General Federation of Women’s 
Clubs and the Department of Commerce made a study of 
Returned Merchandise. Their reports tend to confirm 
our opinion that much of the fault lies within our own 
organization. A detailed report of the survey is impossi- 
ble here. However, the following reasons for returns are 
illuminating: 


Wrong size Shak 
Not satisfactory 16.5 
Did not match 15.6 
Change of mind 15.0 
Faulty merchandise 13.0 
Miscellaneous 2.7 


Retailing, March, 1939, states that the Metropolitan 
Retail Stores Adjusters Association of New York City 
plans to maintain an unfair list of women who are chronic 
returners, and who take fraudulent advantage of New 
York retail stores. Here is a comment from the other 
side of the problem. Esther F. Podester, New York 
Journal American, states, ““Consumer surveys show that 
four out of five cases of return merchandise are the fault 
of Retailers.” Home furnishing departments are the 
biggest offenders, with defects in merchandise constituting 
the major reason for returns. Mr. Alfred D. Egendorf, 
Lit Brothers, Philadelphia, proposes to “Stop Returns at 
the Source” by more honest and conscientious merchandis- 
ing. 

Average Cost of Returns 

A recent report of the Bureau of Business Research tells 

of twenty-three persons being involved in a charge-send, 


*An address at the Twenty-Seventh Annual Convention, 
N. R. C. A., San Francisco, Calif., June 20-23, 1939. 
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~ What to Do About 


Profitless Returns 


By H. L. BUNKER* 
Credit Manager, H. C. Capwell Co., Oakland, Calif. 


with a pick-up and return transaction following. The cost 
analysis made showed direct return costs ranged from 31.8 
cents to 61.6 cents with an all-over average of 39 cents per 
transaction. Another survey showed fully 72 per cent of 
all returned merchandise finally sold below cost. 

One Oakland firm states their returns are over $1,000,- 
000 per year. They estimate, conservatively, that these 
returns cost them 10 per cent or $100,000 annually. Any 
reduction of this sum constitutes a worth while saving. 

Costs indicated in the above reports are tangible and 
direct and do not include such items as partial loss of 
merchandise in transit or loss due to careless handling. 
Neither do they take into consideration the implied value 


of loss of good will and sales due to merchandise being out 
of the store. 


Reports From Key Cities 

A brief report of a canvass of several cities who have 
made a concerted effort to control returns shows: 

Dallas, Texas, opened their campaign in 1931. Stores 
report they have found progress slow, but persistent. Edu- 
cation of customers and salespeople has reduced their re- 
turns from 3 per cent to 7 per cent. 

In Detroit, Charles Boyd, Secretary of the Retail Mer- 
chants Association, reports progress could be made by in- 
dividual stores even when impossible to organize a com- 
munity movement. Thirty-four Detroit stores adopted 
some general rules and secured good results at once. 

In Minneapolis, probably, there has been the greatest 
reward for return merchandise efforts. In 1931, this city 
adopted a returned merchandise policy which was well 
defined, it was fair to both consumer and seller, it had 
excellent coverage and was given good publicity. It was 
a plan to which all leading merchants enthusiastically sub- 
scribed. There was developed a fine cooperative com- 
munity spirit in the matter. The results were gratifying 
and tangible. The program has been in active operation 
ever since. 

Paul R. Ladd, Retail Board of Trade in Providence, 
Rhode Island, says, “Best results are obtained through 
cooperative action of a program of: 

Reasonable restrictions. 

Sponsorship of a prominent association. 

Store training. 

Control of principal offenders through Central Board 
File.” 

Several other cities have made reports showing success- 
ful results. In Oakland, the Retail Credit Granters As- 
sociation, encouraged by the success of other cities and 
prodded by mounting costs, volunteered to develop a plan 
for curtailing returns, which, it was hoped, would bring 
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about material results. It was agreed that the plan 
should be introduced under the sponsorship of the Re- 
tailers Credit Association, as that organization is fairly 
well known to the buying public. The details of the plan 
which were developed and accepted by the Retail Mer- 
chants Association are not original. Much of the material 
and most of the ideas were borrowed from the Minne- 
apolis program. 


Material Used in Campaign 

The material to be used in the campaign for the educa- 
tion of salespeople and the buying public was selected as 
follows: 

1. It was suggested that we distribute three interest 
arousing bulletins to our salespeople at intervals of one 
week. 

2. A returned merchandise folder suggesting proper 
selling procedure was distributed to all our employees. 

3. It was suggested that all stores use a bill enclosure 
regarding returned merchandise for customers. 

4. All stores adopted a new package enclosure which 
refers to the four day limit rule. 

5. Ivory soap educational folders were given with each 
purchase in departments covered by the campaign. 

Our community rules of procedure and rules regulating 
the return of merchandise are as follows: 

1. The four day rule was stressed, and, whenever pos- 
sible, adhered to. 

2. A stricter observance of, and fewer exceptions to, the 
established rules regarding the return of merchandise was 
inaugurated. 

3. It was recommended that all stores adopt the pro- 
posed campaign in its entirety, excepting only those pro- 
visions which were in direct conflict with the individual 
stores’ merchandising policy. 

4. It was recommended that stores require a down pay- 
ment on all C.O.D. purchases for the purpose of discour- 
aging reckless shopping where there was no intention of 
keeping the purchases. 

5. It was urged that all stores report persistent re- 
turners to the Credit Association for its attention. 

6. It was recommended that we eliminate requests for 
return of merchandise made by the customer directly to 
the United Parcel Service. All pick-ups should be autho- 
rized by the store. 

7. All stores were urged to accept cut material returned 
for credit for 80 per cent of the original purchase price. 


Salespeople Must Cooperate 

Much of the success of the campaign rested with our 
salespeople, and it was urged that every effort be made to 
thoroughly enthuse them with the plan. It was suggested 
that three interesting stimulating bulletins be issued at 
intervals of one week, followed by a general store meet- 
ing for the announcement and details of the plan. This 
general meeting was followed by departmental meetings, 
the tone of which was determined by the degree of the 
returned merchandise problem in the department. The 
use of the pay check enclosure was a constant reminder to 
the salespeople of their responsibility. It was also sug- 
gested that regular follow-up be made to keep the interest 
alive. 

The use of the Ivory educational sound film further 
aroused the interest of the sales departments, particularly 
in apparel departments. Our buyers were reminded that 
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often they overstimulate their salespeople, causing high- 
pressure selling which unfortunately increases returns. 
The new shopping plan as adopted by the Eastbay mer- 
chants was announced in “Shopping News.” We also 
planned regular timely and seasonal announcements that 
were released through “Shopping News” at stated in- 
tervals. 
Monthly Bill Enclosure 

The new rules and regulation folder for customers was 
used as a monthly bill enclosure for at least three months 
and as often following this as the individual stores wished. 
It was strongly urged that, for the first month, it should 
be the only enclosure with the bill. The Ivory folders 
were distributed within the departments with sufficient 
explanation to insure proper attention. Progress was 
made in the correction of persistent offenders. All such 
cases were regularly and systematically reported to the 
Retailers Credit Association for their “No Name” letter 
propaganda. 

The Tuesday credit round table luncheon offered an 
opportunity for the improvement of persistent offenders. 
It was recommended that all stores ask for a copy of the 
United Parcel’s list of shoppers who make a practice of 
not receiving purchases. It was urged that we adopt a 
shopping slogan for educational material, newspaper ad- 
vertisements, such as, “Shop carefully, avoid returns” 
“One way shopping.” 

For the initial campaign of control of persistent re- 
turners through the Credit Association, it was recom- 
mended that all stores survey their accounts at approxi- 
mately the same period, so as to avoid duplication of mate- 
rial from the Credit Association. 


Stimulating Interest From a Civic Standpoint 

It has not been possible to put into effect all phases of 
our plan. We hope to go before selected women’s clubs 
and P. T. A. groups in an endeavor to stimulate their 
interest from a civic standpoint. We also have an idea 
for a contest in the High Schools for the best essay on 
the subject of returned merchandise. Such a contest 
should bring the mothers of all contestants into the com- 
petition with, we hope, good results. 

A pick-up charge on all returns made through the de- 
livery system will also be considered for the fall operation. 
The results obtained to date have not come up to the 
expectations of those interested. This condition may be 
due, in part, to the lack of vigorous follow-up of the 
initial publicity. It is quite possible that the adoption of 
stricter rules limiting returns will improve our results, 
particularly with chronic and persistent offenders who 
respond slowly to ordinary appeal. However, the results 
we have secured have more than compensated us for our 
time and the small amount of money expended. 

Those stores which have kept records of their returns 
are reporting reductions ranging from 1 to 3 per cent. 
One store executive said, “Our returns improved as soon 
as we started planning the campaign—due, no doubt, to 
the fact that department heads and salespeople became 
returned merchandise conscious.” 


Results of Oakland Plan 
The failure of portions of the Oakland Plan and the 
fact that total results have not come up to the expecta- 


tions of the Credit Group may be traced to: 
(Continued on page 27.) 

















right for the speaker to rid himself of personal 

peeves and expound his pet theories. I will not im- 
pose to that extent but will presume that we are all inter- 
ested in talking shop. 

Being an emancipated or, should I say, graduated 
wholesale credit man, I have the honor to speak to you 
today in the capacity of a retail credit man. As a repre- 
sentative of the National Retail Credit Association I 
greet you, our big brother, most cordially. I pledge to you 
the continued cooperation of our group in any effort made 
in the proper administration of credit, not only from an 
immediate profit standpoint, but with the goal of con- 
tinuing stabilization of the general business and economic 
situation. 

The National Retail Credit Association had its begin- 
ning at Spokane, Washington, 27 years ago. At that time 
about a dozen of the leading retail credit men of the Na- 
tion met and formed the National Association. Since 
that time it has grown through infancy and boyhood stage 
to the present stage of virile, strong manhood. With a 
continuance of its present policies and plans it cannot help 
but be of inestimable value in rounding out the credit pic- 
ture so far as the members of the National Association of 
Credit. Men are concerned. After all, whether you are 
bankers, manufacturers, importers, exporters, or whole- 
salers, it is the final consumer, placed on a proper purchas- 
ing plane, who determines the actual volume of business, 
regardless of its source. 


Accomplishments of National Association 

The National Retail Credit Association is constantly 
trying to improve its perspective. An ‘outstanding piece of 
constructive work sponsored by the Association is Chapter 
13 of the General Bankruptcy Bill, approved June 22, 
1938. It is a long step forward in the campaign to af- 
ford consumer debtors an opportunity to pay their debts 
from their wages or salary, with freedom from garnish- 
ment through an appropriate bankruptcy amendment. 
This Chapter represents a new conception of bankruptcy 
jurisprudence and, except by a liberal interpretation of 
former Section 74, at Birmingham, Alabama, it had not 
previously found its way into bankruptcy administration. 

I want to mention as evidence of the cooperative at- 
titude between our associations, the joint meeting of rep- 
resentatives of the N. R. C. A. and N. A. C. M. held in 
New York City, in September, 1938. I hope that this is 
only the forerunner of many such meetings in the future, 
as only good can result therefrom. 


Pp LATFORM privileges usually carry with them the 





*An address at the 44th Credit Congress, National Associa- 
tion of Credit Men, Grand Rapids, Mich., June 11-15, 1939. 
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Past President Driver 


Extends Greetings 


By GILES C. DRIVER* 


Director of Accounts, The May Company, Cleveland; Past President 
National Retail Credit Association 


Cooperation Between the Two Associations 

Another example of cooperation between the two as- 
sociations was the first institute on credit sponsored by 
Ohio State University, College of Commerce and Admin- 
istration, held October 7-8, 1938, at Columbus. There 
were joint meetings of the wholesale and retail credit 
men, and in addition, separate meetings for these groups. 
At the banquet, Mr. L. S. Crowder, General Manager- 
Treasurer of the National Retail Credit Association, and 
Mr. Henry H. Heimann of your association were the 
two principal speakers of the evening. Both of them made 
excellent addresses for their respective associations. Such 
credit promotions should be encouraged. 

Generally speaking, your problems are similar to ours. 
You deal in larger dollar figures than we do, while we 
must administer tu a larger number of clients per capita. 
However, when you realize that there are approximately 
1,600,000 retailers in the United States, doing a business 
of 34 billions of dollars and catering to 130 millions of 
people, it can be readily seen that the retail credit man of 
today is holding a key position. 


Qualities of a Credit Executive 

If I were analyzing all the jobs in the world, I would 
select that of credit manager as the most inspiring and 
most progressive. To qualify, one must possess patience, 
poise, potency, and persistency. I firmly believe that 
credit men are born, not made, but admit that training 
and environment polish the prospect. 

I thank God that we have a broad latitude in every 
line of endeavor in America. Just now, this is vital, as it 
relates to business, society, and religion; these are all 
closely allied factors. It is our duty to be constantly on 
the alert, to see to it that, while some fundamentals may 
be disturbed, they cannot be destroyed. I wonder if we, 
of the credit fraternity, wholesale and retail, are not fail- 
ing to measure up to the possibilities of trying, in a broad 
constructive way, particularly in legislative matters, to de- 
velop such plans, while not applicable to our own immedi- 
ate interests, which will in the long run benefit the pur- 
chaser, our customer, as a whole. 


Congratulations 

I wish to congratulate your worthy association, which 
had its birth 42 years ago in my own State of Ohio, on its 
accomplishments thus far. I predict that if you continue 
with the same zeal, energy, and sincerity in the future, as 
you have in the past, you will constantly build for intel- 
ligent extension of credit. With such a program you will 
materially assist in retaining the solidity of the business 
structure. 
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Crodit. Department. Letters 
By Aline §. Hower, Letter Counselor 


ANY Associations and Credit Bureaus have in- 
M quired about a series of five lectures called a 

“Letter Writing Clinic,’ which I have con- 
ducted for many years. I am grateful for the opportu- 
nity of explaining it to the members of the National 
Retail Credit Association. 


Here are the subjects: 


1. Sailing the 7 C’s of Letter Writing 
. Cutting Letters 10 per cent to 50 per cent in Length 


W do 


. Increasing Sales by Letter 

4. The Most Powerful Appeal for Collection Letters 

5. Ten Points for Adjustment Letters 

Usually a Clinic starts Monday evening, after work- 
ing hours, allowing time to get a bite to eat. It may 
easily be held early enough to allow time for another en- 
gagement later, if desired. 

There are five one-hour lectures, as listed, each fol- 
lowed by a question-and-answer discussion period. All 
are invited to bring their own letters for discussion, and 
the period lasts as long as the group cares to stay. Exer- 
cise sheets add to the enjoyment of each meeting, and a 
mimeographed résumé of the lecture is included free. 


Answers to Questions 


What is the cost for those who enroll? Five dollars 
a person ; $4.50 if a firm sends five or more. 

What is the cost to the Bureau or Association? Noth- 
ing whatever—literally not a cent. The postage and 
cost of announcements, as well as rent (if Association 
space is not available) are taken out of the enrollment 
fees. 

Are busy people—executives, correspondents, secre- 
‘taries—willing to enroll for five consecutive evenings in 
the larger and smaller cities? Yes. The attendance for 
the five meetings has averaged 95 per cent to 99 per cent 
from New York City to San Francisco, and from Chi- 
cago to New Orleans. Frequently, the attendance in- 
creases as the Clinic progresses. 

How often should a Letter Writing Clinic be held in 
a locality? New York City has had two splendid Clinics, 
succeeding years; Chicago, three outstanding Clinics con- 
secutive years; Detroit, two fine Clinics, and so on. In 
cities under a million population, clinics should not be 
held oftener than every two years, and preferably not 
oftener than every three years. 

Do those who attend enjoy and profit? It is the usual 
thing that a firm that has attended the first Clinic will 
send representatives to the next one, and the next, and so 
on—either to take it again, or new people recently hired. 
One Chicago firm, that sent twenty-six to the last clinic 
there, asked each to write a report of how the lectures had 
been applied. The reports were so favorable that they 
became the basis for a letter improvement program within 
the firm. 

A dictated letter costs about 35c, and if a firm sends 
out ten letters a day, its annual letter writing investment 


10 


is about one thousand dollars; if 100 letters a day, 
$10,000! Any “piece of machinery” that costs that much 
is well worth attention. No doubt that is why the Clinics 
have so far met a need. If there are any additional ques- 
tions, I shall be delighted to have the opportunity to 
answer. 


This Month’s Illustrations 


We practically take an airplane flight over each World’s 
Fair and back again as we scan this month’s illustrations. 

Let’s start near Treasure Island, with Letter No. 1, 
by Mr. R. H. Clifton, Credit Manager of Chas. Brown 
& Sons, San Francisco. This acknowledgment of a par- 
tial payment is no doubt successful because of the “ap- 
proval” appeal tucked away in the second paragraph— 
“Your payment probably represents all that is convenient 
for you to pay, etc.”” This shows confidence in the reader, 
and we are all eager to live up to the good opinions others 
have of us. 

Letter No. 2 takes us over 3,000 miles eastward to 
Salem, Massachusetts, the George W. Pickering Coal Co., 
“Silver Fleet Service.” The Credit Manager’s opening 
is splendid. Good cheer is like sunshine. It attracts, 
awakens, and produces results. Notice the approval in 
the third and fourth paragraphs. 

And now to the great open spaces, where enthusiasm 
and good fellowship are the watchword—Texas.  IIlus- 
tration No. 3, a note of appreciation by L. Lechenger, 
Jeweler, Inc., Houston, couldn’t help but build good 
will and business. Look at those first three paragraphs 
filled with approval and service. They lead right into the 
last paragraph. Unusual closings are sometimes danger- 
ous, but that “Appreciatively,” strikes a pleasing note, 
don’t you think? 

Back to Sunny California, and San Francisco’s “Em- 
porium” on busy Market Street, with its four lanes of 
street cars heading to the ferry. Illustrations Nos. 4 and 
5 are graciously phrased, an important point in serving a 
clientele like that of The Emporium. Notice the spirit 
of fairness and friendliness in both notices. 

We'll stay in San Francisco, with Sommer & Kaufman, 
right across the street from the Emporium; for Illustra- 
tion No. 6, a note on the regular statement form. There 
you have friendliness again, a mild reminder, most appro- 
priate for the earlier collection treatment. This type of 
treatment is reported generally effective. 


Results of Letters Main Attribute 


This month’s illustrations are so fine that I’d like to 
say something that obviously does not apply to them. 
Each month, Mr. Crowder, Mr. Hert and I select the 
illustrations that are reported as particularly successful. 
Occasionally I find some minor technical point of letter 
writing that may be violated, but that didn’t hinder the 
results of the letter, and after all, results are what count. 
Comment on the illustrations is not to point out minor 
occasional flaws, but the reasons for success. Doesn’t one 
get more out of it that way? 
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®'3 MARKET STREET - 


q ‘CHAS BROWN & 


September 6, 1°59 


Dear Mr. Blanks 


This will acknowledge with thanks your 
remittance of which has been pro- 
perly credited to your account. However, we 
wish to call your attention to the fact that 
there still is an overdue balance of $ 


which covers purchases dating back to 


Mr. Ralph Blank, 
1000 Blank Street, 
Blenk, California 


Your payment probably represents all 
that is convenient for you to pay at the pres- 
ent time, and if such is the case, we will 
appreciate it if you will be kind enough to 
inform us when we may expect the balance or 
a definite arrangement to liquidate it. 


We wish to thank you at this time for 
your valued patronage, and hope that we may 
continue to be of service to you. 

Yours very truly, 


CHAS. BROWN & SONS 


Credit Manager 


SAN FRANCISCO 
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Mr. K. Le Jones, 
1234 Anywhere Street, 
Ditto, Massachusetts. 


Dear Mr. Jones: 


There's a lot of fun in serving our many customers. 
But there are some disagreeable duties. 


The most disagreeable to us is the necessity for 
reminding a good friend of an overdue indebtedness. 


There is probably some very good reason why our bill 
for $ has not been paid; but unless you tell us 
about it, we must guess the reason, and you know how 
often guesses are wrong. 


In GOOD FAITH we extended you the courtesy and con- 
venience of credit in connection with your fuel requir- 
ments. We completed our part of the contract. Won't 
you justify our GOOD FAITH and help us now by cleaning 
up this bill? 

Very truly yours, 


GEORGE W. PICKERING COAL CO. 


Credit Manager 


ONM-dmp 
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approximately two million business letters, and this 

experience has taught me that no letter can be writ- 
ten today unless it is a sales letter. If, as Colonel Roos 
told us, we follow a cycle of acceptance; if we are going 
to accept something, then we ought to accept that chart 
of experience that these two million letters taught me 
and taught you, too; that is, we have to write sales let- 
ters if we are going to write any kind of letters. 

If we are going to write letters that are sales letters, 
what should we do? Suppose I show you. Let us divide 
a circle into four parts. There are four steps in the sell- 
ing process, and, in the writing of a letter where we are 
using salesmanship, we have to follow those four steps. 
They are: 


| N THE last twenty years, I have read and corrected 


(1) Attract favorable attention 

(2) Create desire by appeal to emotions 
(3) Convince the mind 

(4) Stimulate action 


There is only one reason for writing a letter, and that 
is to get action from the reader. If you cannot do that, 
there is not much sense in writing the letter. For one 
thing, to write a letter costs thirty-five or forty cents. 
You are throwing that much money out of the window if 
the letter does not get results. 


Letters Are Silent Salesmen 


It does not take the individual very long to read your 
letter. Have you ever analyzed how long it takes to 
read the average letter? Approximately forty-five sec- 
onds—and yet in the writing of a letter you have to do in 
forty-five seconds what the salesman sometimes takes five, 
ten, fifteen minutes or a half hour or hour to do in carry- 
ing out a sale. You have to sell in less than forty-five 
seconds. 

It isn’t such a simple task to sell your prospect by car- 
rying through those four steps and getting the reader to 
act the way you want him to act; which is, of course, to 
send you a check or make some arrangement for the pay- 
ment of his account. That is the important thing. 

In writing letters, we overlook one very human trait. 
In going over our letters, I find the first step, “attracting 
favorable attention,” is in many cases the most impor- 
tant. How many really place the reader in the picture 
from the very beginning? 

The other day, photographers were all around the 
rostrum snapping photographs of the speakers. Suppose 
the photographers had turned around, and instead of snap- 
ping the speakers, they had snapped photographs of you; 


*An address at the Twenty-Seventh Annual Convention, 
N. R. C. A., San Francisco, Calif., June 20-23, 1939. 
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) Letters That Tell, 


Sell, and Collect 


By WALDO J. MARRA* 


Correspondence Director, Bank of America, N.T.S.A., San Francisco, Calif. 


what would you have done? Every one of you would 
have sat up straight in your seats, made sure your tie was 
right and an effort so that your head was in the picture. 
Then when the photographs were available, what would 
you have done with them—for whom would you look, 
first? Naturally, yourself. Yet, in writing letters, we 
forget all about that and start our letters by saying, 
“We—we—we—this is what we want—this is what we 
say,” and forget all about the “you” attitude. 


The Vital Point in Letter Writing 


After all, the reader is the important person in the pic- 
ture, not we, not the person or the firm writing the let- 
ter. You must get the reader into the picture, and the 
way to do that is to talk “you,” think “you,” and use the 
“you” attitude entirely in the beginning of a letter. That 
is the most important point and, in one sense, it is the 
most vital point. Unless you get that “you” attitude 
clearly in mind and analyze it for yourself, starting with 
a “you” thought and not a “we” thought, you cannot see 
clearly what you should or should not do. 

Here is an actual letter that was not getting any re- 
sponse: 


Dear Mr. So-and-so: 


We are very much surprised that we have not as yet re- 
ceived a reply to our letter of October 17th, regarding your 
account. (“We”—“we’—“our”) 

Even though you are unable to make a payment at this time, 
let us hear from you. A stamped envelope was enclosed in 
your last letter. 


Yours very truly, 


This is an actual letter and when I saw it, I said to 
the writer: “You know, you have a good idea there, 
but you are not presenting it properly. Why don’t you 
start it from the other person’s standpoint and say the 
same thing, except the last sentence, and say it from the 
‘you’ viewpoint and see what results you get.” 

Then because this letter was not getting any results 
that he could put his finger on, we rewrote the letter as 
follows: 


Dear Mr. Brown: 


The fact that you have not replied to our letter of April 17th 
regarding your account is rather surprising. 

Even though you are unable to make a payment at this 
time, please let us hear from you. A stamped envelope is 
again enclosed for your convenience in replying. 


Yours very truly, 
Letters That Get Results 


Same letter, different viewpoint, and you would be sur- 
prised to know—it happened in this particular case that 
these were the most hard-boiled creditors to whom he was 
writing. Out of every ten letters he sent out, he re- 
ceived five definite responses or money, and every one of 
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them apologized for not having answered sooner. In 
other words, he obtained apologies from these hard-boiled 
creditors, which showed he must have struck some ele- 
ment, some point in them that they wanted him to tell 
them about. 

How was this accomplished? He simply told them: 
“The fact that you have not replied to our letter was 
rather surprising. I really thought a great deal more of 
you than I should have.” That is all. So, by building 
up the other person’s ego and self-respect, he got a reply 
and the kind he wanted. 

Here are a number of examples of opening sentences 
taken from successful credit letters: 

When you signed your application for credit a short time 
ago, you promised to— 

This is the beginning of a letter. See how it places the 
person right in the picture? 

If a person owed you $350.00 for three months and you re- 
ceived nothing on it, how would you feel about it? 

Again putting the reader into the picture and making him 
see it as we see it. 


Have you decided what you are going to do regarding your 
account? 


Another says: 

What can you expect us to believe? 
And another: 

Are you playing fair with yourself? 


And so on through, but those are just a few examples of 
what we mean by saying that the letter, if it is going to 
attract favorable attention, must start with the “you” 
attitude and follow through. If it does not, then there 
is something wrong and it is up to you to correct it. 
That is only the first step. 


Appealing to the Emotions 


Most of us miss, entirely, the second step, which is to 
“appeal to the emotions.” I have read many letters and 
I can make that statement. It is true that most of us 
overlook the second point; we forget that emotions move 
people. You cannot make a person do anything by ap- 
pealing to his mind alone; first and foremost, you have 
to appeal to his heart. If you appeal to his heart, first, 
and then build upon it an appeal to the mind, you have 
succeeded in selling him. 


What is this appeal to the emotions? Is it any more 
than an appeal to his self interest, to his idea of fair play, 
to his idea of cooperation, to anything at all that moves 
him where his mind is concerned? ‘The mind is con- 
cerned with facts, with figures, with testimonials and 
things of that kind. That is the third step. Conviction 
is secured in that manner, but when you want to go ahead 
and move the reader, you move him through the heart. 
And until you do, until you get the reader feeling the 
way you want him to, with his heart, you are not going 
to be able to secure conviction. 


Stimulating Action 


How do you stimulate action? Certainly not by com- 
ing to the end of a letter, “Hoping to hear from you 
soon, we remain.”’ Of course, you remain—you don’t go 
with the letter. Or, if we start out, ‘Trusting to hear 
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from you at an early date, we are.” Then you start an 
argument with the reader—“I don’t know whether you 
are or not,”—that has nothing to do with it. 

What is it that made you write the letter? You want 
the reader to send you a check or come in and see you. 
Tell him that that is your purpose in writing the letter. 
Make a definite statement to the reader at the end of the 
letter, telling him what you want him to do. There is 
your stimulation to action. 

These four steps are so tied in, that the moment you 
miss one, you miss the whole objective. In other words, 
you cannot forget about the beginning, getting the reader 
in the picture, and then hope to have him in the story, 
maybe he will or won’t. If he does, maybe he will read 
it only with relaxed attention; or if you do not appeal to 
his heart so that he does what you want him to do in an 
emotional way, he is not going to be moved to do any- 
thing. People do things because they are moved to do 
them and this usually means the heart, so when you get 
to the end of the letter and make the last statement, you 
are likely to get the reader to do what you want him to do. 


A Popular Collection Letter 


Most of you are familiar with the letter Time magazine 
has been using, and it gets excellent results. Notice how 
these four steps follow through. The first paragraph is 
No. 1, the second is No. 2, the third No. 3, and the last 
paragraph gets the action. Here is the letter: 


Dear Mr. Jones: 


The Accounting Department does solemnly affirm, maintain, 
and assert that you owe us $5.00. 

We hate to get excited about $5.00. We also dislike the 
usual “collection letter,” which bursts into tears in the first 
paragraph and yells for the law in the second. 

The trouble is, though, that you and 999 other subscribers 
all holding out $5.00 leaves us $5,000 in the hole. It is this 
little problem in elementary arithmetic that shakes our faith in 
humanity. 

So—to quote from an esteemed contemporary—won’t you 
“obey that impulse” and send us your check for $5.00? For, in 
this case, procrastination is certainly the thief of TIME. 


Sincerely yours, 


There are five emotions appealed to in that second para- 
graph, and notice how your little $5.00 becomes Bang! 
$5,000.00 with 999 other $5.00. So, you are convinced. 
Then, at the very end, to get you to act, you notice how 
he uses a quotation and then an old adage, in order to 
bring out the name Time to you. That letter obtained 
65 to 70 per cent results. We do not need to write more 
than that if we get seven out of ten to pay, and that is a 
very high average. 


The Chart of Experience 


When writing the body of the letter, points 2 and 3 
(create desire by appeal to emotions, and convince the 
mind) follow what we have indicated before as being the 
chart of experience. The chart of experience is a very 
definite chart. It says: “If you are going to present 
your material so that you make your appeal to the emo- 
tions and convince the mind, you will have to follow a 
definite procedure of presenting facts.” 

That procedure is a simple one, it says: “Start with 
ideas of most interest to the reader.” No. 2: “Continue 
and discuss ideas of most interest to the reader and to the 
writer.” In other words, in the body of the letter talk 
again about the reader, and then bring yourself into the 
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picture. No. 3: “End with a discussion of those ideas 
that are of most interest to the writer.” 

Now, of all places in the letter, “we” goes last. Of 
all places in the letter, “you” goes first. In other words, 
start with “you,” continue with “you,” bring in the “we,” 
and then finish with “we.’’ Don’t worry yourself into 
the picture right from the very start, but bring the reader 
in, keep talking about him; then bring yourself into the 
picture and finally end by telling the reader what “we” 
want. The story is going to be well told, if told like 
that. But, oftentimes we do make mistakes; it may not 
be quite as simple as that. 


Clarity Produces Results 
We have to know what we are doing when writing 
letters. We have to be sure that what we say will bring 
results. And, of course, keep in mind that it isn’t good 
policy to go around the subject—we should go into it. 
Here is one example of “stick to your subject.” A young 
man wrote to Mr. Edwards and said: 


I was interested to note in yesterday’s paper the successful 
ending of the big drive in behalf of Blank College. Truly 
a remarkable achievement and one which will mean much to 
the youth of our land. 

Knowing that a son of yours entered Blank last fall, this 
news item held a special interest for me. I sincerely compli- 
ment you upon selecting a college for your boy which has such 
splendid prospects and am sure you will be repaid many times 
over for your far-seeing efforts in behalf of his future, which 
we can well say is already assured. 

By the way, Mr. Edwards, I notice there is a bill of $50.00 
which is considerably past due. Doubtless it has been over- 
looked. May we have your check by return mail? Thanks. 


When this young man was hailed to the President’s 
office, three days later, to be asked: ‘““Why did you write 
that letter?” He said: “You know, Mr. Nixon, I was 
trying to sneak up on him.” The President got this reply: 


Gentlemen: 

I have your letter of the 11th, dictated by “A. Jones,” whom 
I would not know from a bale of hay, if I saw him. Just why 
he should concern himself with my personal affairs is a mystery 
to me. If he has any of his own, I would advise him to attend 
to them. 

I am enclosing my check, which was made out and in the 
outgoing mail when his letter was received. I would have 
sent it before, but I had to go to this pin headed college to 
get my fool son out of jail. I don’t feel as certain as you do 
about his future, not by a lot. The endowment he and that 
college both need is brains. In fact, I would not be surprised 
if that was your trouble. 

Take a good look at the check, because it is the last one 
you will get from me until your interest in my personal affairs 
subsides. 


On the other hand, if you write a letter which follows 
through and carries out these four points, really sells the 
reader on the idea as well as telling him a story, there 
is no question about collection. 


Another Effective Collection Letter 
Here is a letter by a man who had been having trouble 
for six months, collecting a bill. Why, he did not know. 
He used this method and he got results. 


Dear Mr. Jones: 


If you were doing business with a firm that you held in high 
esteem, and yet this firm ignored your monthly statements on 
amounts that were more than six months in arrears, what 
would you do? 

This is just the predicament that we are in with your firm. 
A check for $73.99 will clear up this old account with our 
Peninsula papers—and besides that, it will certainly relieve 
the tension at this end of the line. 

We appreciate very much the fact that you are now on a 
contract to advertise regularly with our Redwood City Tribune, 
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and we are thankful for the business you have consistently sent 
our Way. 

Right now, however, we would. appreciate receiving your 
check for $73.99. 


Very truly yours, 


That letter got a reply by return mail, after six months 
of effort. 


Combined Collection and Complaint Letter 


Another type of letter we must answer in our work, not 
exactly a credit letter, but a complaint. We have to col- 
lect money and still answer a complaint that has been 
made. Here is one example—a bank letter. In this case, 
the co-maker on the note decided that he would not pay 
after the original man had defaulted, and he came into 
the bank to tell them so. He said: “I thought So-and-so 
was all right, that is why I signed my name, but I am 
not going to pay, even if it is a small amount.” The of- 
ficer talked to him rather courteously, of course, but be- 
fore he went out he was very angry, so another officer 
said: “Do you mind if I write him a letter and explain 
why he should pay?” The first officer said: “Go to it. 
Take it off my hands.” So he did, and here is the let- 
ter he wrote: 


Dear Mr. Blank: 


I don’t blame you in the least for feeling the way you do 
about the Johnson loan. It is bad enough to have your con- 
fidence in a fellow employee abused, but when it costs real 
money in addition—Ouch! I had the same experience about 
two years ago and the lesson cost me $235.00, so I can say 
“Ouch” to you with real sympathy. : 

The loan to Mr. Johnson was based, to a large extent, on 
my acquaintance with you as a co-endorser, as I consider you 
good. : 

Frankly, Mr. Blank, what is there you can do but pay the 
small balance? You are too honest, I know, to want to place 
yourself in the same class with the man who defaulted. 

So why don’t you end the transaction and relieve your mind 
by sending us your check for $19.25 in the enclosed envelope. 

Yours very truly, 

Here is the reply received: 

Dear Mr. Okay: 

You are a super salesman. I enjoyed your letter and will 
keep it among my souvenirs. 

However, I cannot pay this month, so am enclosing a post 
dated check for your approval. 

I am hoping this will not end our acquaintance. 

Yours very truly, 


And the post dated check was good. 


Avoid Negative Endings 


If there is one thing in the ending of a letter that all of 
us should keep in mind, it is that we should not be nega- 
tive. Don’t use a negative tone or any kind of an ap- 
proach which will give the reader an invitation to do the 
opposite of what you want him to do. Your endings 
should always be positive. After all, if you want a per- 
son to do something, you must be positive about it. In 
writing the letter, you are the leader. You are making 
them follow you, and if they come to the end of the let- 
ter and say: “That sounds reasonable and that is right,” 
and you say: “Hoping to hear from you soon,” you leave 
them in midair. But if you say: “Therefore, please send 
us a check for so much,” or, “It will be to your advantage 
to send us a check for so much, so as to close this account,” 
or, “Until we hear from you, we shall take care of your 
orders on a cash basis,” or whatever you want to tell them, 
say it in a positive, definite manner. Don’t be negative 

(Continued on page 27.) 
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S. E. Edgerton Honored 


In April, S. E. Edgerton, 
Credit Manager, Broadway 
Department Store, Los An- 
geles, celebrated 25 years’ 
of service with the store. He 
received a gold watch from 
the management, suitably in- 
scribed, as a tribute to his 
long, devoted service. 

He came to the store as as- 
sistant General Superintend- 
ent, when the building was 
under construction. When completed, it was decided to 
open a credit department, and Mr. Edgerton, who had 
previously been assistant Credit Manager of The Denver 
Dry Goods Co., Denver, Colo., was selected to install the 
credit system, inaugurated in September, 1915. For a 
year or more he held both positions, but the rapid growth 
of the credit department finally required him to devote his 
entire time to that activity. 

Mr. Edgerton has been prominent in both local and 
national credit circles, having been a member of the Board 








LaSalle Map of Business Conditions 









of Managers of the Los Angeles Retail Merchants Credit 
Association since 1915, and at one time its chairman. He 
has been President of the Eleventh District of the Na- 
tional Retail Credit Association, and at present is a Di- 
rector and member of the Executive Committee of the 
National Association, as well as a Director of the State 
Association. 
* * * 

Mr. Edgerton and Miss Ruth E. Livingston of Los 
Angeles were married on July 15. His many friends in 
national credit circles, join in congratulations and best 
wishes. 

* a * 
District Ten Likes “Credit World” 


The Board of Directors of District Ten of the National 
Retail Credit Association, at their annual meeting in San 
Francisco on June 23, passed the following resolution: 

“On motion it was resolved that the Officers of the Na- 
tional Retail Credit Association be advised that this Dis- 
trict is appreciative of the great value of The Crepitr 
Wor _p to the members of our Association and also of the 
considerable improvement which has been effected in this 
publication over the last few years.” 
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The Summer Recession Affects Business Slightly 


Although signs of the usual summer dullness have been re- 
ported from some sections of the country, business volume in 
general is holding up well. The average throughout the United 
States and Canada is close to 9 per cent above last year. 

The greatest improvement, as compared with a year ago, has 
been reported in the South Atlantic region and in the industrial 
centers of Ohio and Michigan. Spots in New England and the 
Middle Atlantic states are showing encouraging gains, but these 
are somewhat limited in extent. 

Crop prospects are promising in the Middle West, although 
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declining prices evidently have tended to hold down farm pur- 
chases. Even here, however, several bright spots point toward 
improving conditions. 

In the Pacific Coast states, conditions show little change, and 
in most cities the volume of business is about the same as last 
year. 

Three regions in Canada report conditions significantly more 
favorable than last year. These spots are located in the West, 
in the Central section around Winnipeg, and in the industrial 
territory of Ontario. 
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DEPARTMENT STORES | DEPARTMENT STORES | WOMEN’S SPECIALTY FURNITURE STORES 
DISTRICT (Open Accounts) (Installment Accounts) STORES (installment Accounts) 
CITY 1939 1938 1939 1938 1939 1938 1939 1938 1939 
AV.| HI. | LO. | AV.| HI. | LO. 4 AV.) HI. | LO. | AV.| HI. | LO. | AV.) HI. | LO. | AV.| HI. | LO. | AV.| HL | LO. | AV.) HI | Lo, HI. | | 
Boston, Mass. 49.0|56.7 | 42 .3}470|58.0/34.0} 14.1 /21.3)12.2)14.5/242)11.6]46.2/519/38.8/44.0/53.2)38.1, — | —}| —}| —| —| — 64.0)! 
Providence, R. I. 45.7|50.2|45.0/45.3/495|/430} —| —| —| — 1159} —} —}| —| —}—|—|—-FP-] -—}] -—] il - - 
| Lynn, Mass. 57.0/60.7 | 45.2|52.5)56.0)44.5) — {393} — | — |35.1) —} —| —| — |] —] —] — $16.2)20.4)12.0)18.6 |16.6 |12.7 - 
Springfield, Mass. 53.9}56.4/51.5|53.3)57.2| 49.4117.0 |22.5)11.5114.4}19.1| 98 146.7 |49.6)43.9| 46.0/500|420]) — | —| —}| —| —| — — 
Worcester, Mass. 46.2) 47.5)44.9|44.9)45.4/445} — |24.0| — | — {25.0} — }37.4/41.1/37.0 }38.9| 420/358} —| —| —| —| -—| - _ 
New York City 47.9 |53.1/37.8 | 46.4) 54.9/37.1 [1 7.4/2 7.0|12.3}16.7 | 226)10.9 | 42.4/54.3/33.3/40.2/51.3/31.6) — [11.3] —]} — |109) — = 
Pittsburgh, Pa. 45.1/55.1/34.3 |424/47.7 |35.5 114.3/17.1|11.2113.9) 16.8) 1.1 1444 |55.1/34.3/423/477|355} —| —| —| -—|-| — 85.0}: 
2 Reading, Pa. 53.4 |53.7 |53.1}49.4/50.1/48.7) — |159| — |] — |163) — | — |540) — | — |59.0| — 1 9.8}100| 97 |8.7/9.0/85 97° 
Syracuse, N. Y. 37.9 |38.7| 36.6] 368/39.7 | 35.5 $15.9 | 17.6) 14.1114.3)148 | 13.6] 41.4 |42.3)40.6)426)45.0/37.1, — | —| —| — | 9.7] — - 
Utica, N. Y.° a fmm aie ee a ae ed Kl Kl Kl ml Kl Kd Kl cl iil ia 
Washington, D. C. |40.9/47.9/33.5]37.9/47.6/30. 9713.8) 16.2)13.4)11.912.810.77 —|—| —} —} —| ~>P-]-} mrt rl rd - 
3 Huntington, W. Va. — ($842) — | — (580.4) —] — 1101) —| —]/6.8)— Ff —| —|—y—-l|—-|}-?t-l| ol] cl cll _ 
Baltimore, Md. 43.0/49.4)35.6/ 41.7 |49.5)35.3315.9/225) 9.1 114.8)22.1) 10.3137.9 | 400/33.3]36.0/37.0|/35.7] — | —| — — | = 16.4" 
4 Birmingham, Ala. 39.4) 42.1|34.5}38.2)42.3)30.5]15.2)15.7 | 14.9113.8 114.3) 12.614 1.4)/420/41.0145.3/50.6)40.0}1 1.6 11 1.7/1 1.4]10.5)11.4] 95 —T 
Atlanta, Ga. 33.7|35.5)32.0}33.1}35.0)3 1.3912.4|13.9)11.0)12.5}13.8) 1 1.3433.5 |358)/31.2/31.9/33.3/30.6)11.7 |13.4)10.1)115)12.2110.9 ~_ 
Kansas City, Mo. 69.9) 74.2/65.6|72.0| 76.1|67.8] — |16.7) — | — |18.8) — $55.5|73.0/45.0)51.2)57.3/48.3] — 113.4) — | — |12.6) — _ 
5 St. Louis, Mo. 54 .3/62.3/49.7)51.1/60.2) 49.7119 .4|245/16.4]16.7 |19.8| 14.8145.7 |50.4/37.0| 40.5) 499/35.0] 15.3) 20.1) 17.1}17.3|18.7) 16.2 53.0 
Little Rock, Ark. 39.2/42.7/37.2/35.8 | 40.9/33.5)20.7 |25.1)17.0}21.1)24.1)163]) — | —| —]|] —| —| —] — j100) — 90); — 40.7 
Cleveland, O. 48.6|54.4)44.2|45.5|50.9/40.4] 17.7| 23.86/13 .8/16.4| 21.9] 11.1 143.2 | 453]/38.7| 40.5] 41.7|38.7 110.4|13.3| 6.2] 8.8] 9.2 | 6.0|saise.5| 
Cincinnati, O. 51.3}57.3)47. 1]50.0)55.4)42.0118.0 |330/1 1.2) 13.3) 27.0) 10.4 |45.8| 56.3|38.0]47.3)545|437] —| —| —|—|-—| - 728 
Columbus, O 47.2 |52.0|468) 45.6/ 52.0) 42 9} 13.6) 15.3}12 0} 1 1.9) 13.0)10.7 }45.0) 50.1 |28.0] 44.2) 48.6)35.3]24 2)38.5| 10.0 | 235 |37.0) 10.0 am 
Toledo, O. 44.5/499/403)43.6)49.7)/39.1 1185/19.) }15.6)16.8)19.4) 15.6147.0|54.5/42.2) 46.4) 47.51455 }17.2/17.5/17.0) — |17.2) — }41,|52.7 
6 Youngstown, O. 43.5 | 43.9) 43.1139.2/39.4/38.9 915.4 | 15.9)14.8)12 .8)13.1/12.4)28.0)4 10/18.0) 256) 40.0/112917.7 16. S)I7. 126/135) 119) yy — 
Detroit, Mich. 53.4) 648) 41.0/49.3/63.1/34.4)21.5| 29.2) 14.2)17.2) 20.5) 1 1.6150.0/516)485)46.1/51.9)43.77, —| —|} —}]—|] —]| —- 40.0 
Grand Rapids, Mich. [43.4 |44 6) 41.3/41.6/43.8)40.0) — | — | — | — | — | — [40.7/51.3/300 |33.8/41.9)24.5116.5/19.4/13.1]13.8/17.7/ 10.0 = 
Milwaukee, Wis. 46.0/54.3}43.5 142.9/51.4|38.0]19.0 |19.7| 16.5}17.5| 18.2/17.0 | 41.0 |47.3) 24.8 |439|47.9/40.0] 9.8 |11.3)9.7 | 9.11124) 8.8 698 
Springfield, Il.* 37.2) 47.3)/30.0/31.3)43.0)170) — | — | — | — | — | — 430.1 |30.3/30.0)/29.9)30.7/29.0)26.7/35.8)19.5/20.3/30.8) 11.4] 36% 40.0 
St. Paul, Minn. 53.1}57.5 144.0] 51.6) 57.1/38.5136.0|40.0) 18.6) — | — | — |40.7/465/31.0}386/45.2)320] — | —|—] —| -| - - 
Minneapolis, Minn. |64.2|67.3/60.0) 63.7/66.2)61.2] 18.3) 239)13.3)185/23.7/ 12.4158.1 |59.6)56.5|57.2/57.9/564) — | —| —} —| —| —- ~ 
Davenport, Ia. 48.3)50.0/46.7/49.7/5 10/485) 144)15.1 /13.7)17.0/205/136) — | —| —| —| —| —] —|193) —] —115:5] — = 
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Credit Trends and the Retail Credit Survey 


By MALCOLM L. MERRIAM* 


Chief, Installment Credit Unit, Marketing Research Division, 
Bureau of Foreign and Domestic Commerce, Washington, D. C. 





of the 1938 Retail Credit Survey on this occasion, 

the Bureau of Foreign and Domestic Commerce 
again recognizes the special character of its obligation to 
the National Retail Credit Association. Your associa- 
tion made the original recommendation that this type of 
information be collected regularly, and has given full 
support to the project since its establishment in 1930. 
The Associated Credit Bureaus of America, serving as 
our cooperating agencies in many cities, have also rendered 
invaluable service. As an expression of increasing inter- 
est in this work, I am very happy to report to you that 
the number of individual stores submitting their confi- 
dential figures increased 45 per cent last year, although 
unfavorable business conditions usually have an opposite 
effect on reporting. 

All of those listed among the cooperators, numbering 
about 2,500 retailers in 14 kinds of business, have already 
received confidential advance releases covering our find- 
ings for their respective trades. These releases were pre- 
pared in order that the analysis of data on various phases 
of credit operations could be put to immediate use by 
those who had expressed interest in the project. Similar 
procedure will be followed next year, with public dis- 
tribution of the report being delayed until the printed 
copies are available.t| This should not be interpreted as 
a method of penalizing those who do not actively coop- 
erate, but rather as an acknowledgment of certain spe- 
cial obligations. 

In the meantime, it is my purpose today to review some 
of the outstanding retail credit developments of recent 
years and to relate these developments to a summary of 
our findings in the 1938 Retail Credit Survey. There 
are three basic elements with which we are concerned in 
this report, credit sales, collection ratios, and bad-debt 
losses. In addition,’ supplementary information of ex- 
treme interest was secured in the Survey with reference 
to installment terms. Such facts are very useful in the 
interpretation of trends in that type of selling which has 
become the focus of professional and popular interest. 


Trend of Cash and Credit Sales 

Looking back a few years, it will be recalled that retail 
sales reached a peak of 49 billion dollars in 1929. In the 
same year, retail credit sales were also at their highest 
point, totaling somewhat more than 17 billion dollars, or 
approximately 34 per cent of all retail sales. From 1929 
to 1933 there was a decline of 49 per cent in total retail 
sales. It has been estimated that the proportion on a 
credit basis showed a more substantial reduction of about 
58 per cent, representing 28 per cent of all retail sales in 
1933 compared with 34 per cent in 1929. The year 1933 
also marked the turning point in economic activity and 


| N PRESENTING the complete summary of results 


1The 1938 Retail Credit Survey, identified as Domestic Com- 
merce Series No. 109, will be placed on sale by the District 
Offices of the Bureau of Foreign and Domestic Commerce, and 
the Superintendent of Documents, Washington, D. C., during 
the latter part of August. A limited supply of the 1937 report, 
containing valuable comparative data, is still available at the 
respective offices (Domestic Commerce Series, No. 103, price 
20 cents). 

*An address at the Twenty-Seventh Annual Convention, 
N. R. C. A., San Francisco, Calif., June 20-21, 1939. 
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the beginning of a strong recovery movement which con- 
tinued up to the last quarter of 1937. 

Figures for 1935, which reflect two years of business 
improvement, show that total retail sales had increased 
about one-third above 1933, or from 25 billion dollars to 
33 billion dollars. However, in the course of the decline 
from 1929 to 1933 and during the first two years of re- 
covery the respective changes in the volume of sales on 
open credit, and particularly installment credit, were even 
more striking. According to estimates, which in some 
cases are very rough, open-credit sales were reduced from 
10,300 million dollars in 1929 to 5 billion dollars in 
1933, a percentage decrease slightly greater than the de- 
cline of 49 per cent in all retail sales. On the other 
hand, installment sales, which were close to 6,500 mil- 
lion dollars in 1929, declined almost 70 per cent to the 
neighborhood of 2 billion dollars in 1935 (the decline to 
the probable low for this type of sale in 1932 may have 
been as great as 75 per cent). 

Although we have noted that all retail sales increased 
about one-third from 1933 to 1935, our estimates indi- 
cate an increase of more than 40 per cent in sales on open 
credit, or an advance from 5 billion dollars to 7 billion 
dollars. The estimates show an increase of almost 80 
per cent in sales on installment, which gained from 
around 2 billion dollars in 1933 to 3,600 million dollars 
in 1935. From 1935 to 1936 all retail sales increased 
15 per cent, with about the same percentage gain in open 
credit, but installment sales advanced practically 25 per 
cent. 


Signs of Uncertainty 


During the early months of 1937, there were signs of 
uncertainty in business conditions and a sharp break fol- 
lowed at the close of the year. However, retail sales for 
that year reached the highest post-depression peak at 
39,930 million dollars, a 5 per cent gain from 1936. 
Open-credit sales in 1937 totaled 8,828 million dollars 
and installment sales 4,627 million dollars. In other 
words, over the entire period from 1933 to 1937 it is esti- 
mated that all retail sales increased 60 per cent, open- 
credit sales increased 77 per cent, and installment sales 
increased 231 per cent. 


Before attempting any explanation of these relative 
changes, we may examine the results for 1938. All retail 
sales in that year revealed a decline estimated at 11.3 per 
cent, reflecting decreases of 8.6 per cent in cash sales, 
10.3 per cent in open-credit sales, and 28.5 per cent in 
sales on installment. It is highly significant to note that 
although cash volume in 1938 of 24 billion dollars was 
more than double the credit volume of 11 billion dollars, 
the actual decrease in cash sales from 1937, according to 
our estimates, was 2,280 million dollars and all credit 
sales were reduced 2,225 million dollars, or approximately 
the same amount. Furthermore, our estimates show that 
sales on installment are less than one-third of all credit 
sales, but these deferred payment sales revealed a decrease 
of 1,300 million dollars in 1938, compared with the re- 
duction of 900 million dollars in open-credit sales. 

This array of figures brings out one point very sharply. 
On both the upswing and the downswing of the busi- 
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George Fairley 


An omnipotent Father directed his angel of 
mercy to call from us George Fairley, at the 
age of 58, on August 14. He died during the 
night in his sleep on the shore of Caribou Lake, 
Duluth, Minnesota, in the North Shore Coun- 
try, which he loved so dearly. 

He was born and educated in Minneapolis, 
and moved to Duluth in 1904 to accept a posi- 
tion with the Culbertson Fruit Company. In 
1909, when the Duluth Retail Credit Associa- 





tion was organized, he was named Secretary- 
Manager and held that position to the time of 
his death. 

He was a charter member of the National 
Retail Credit Association and attended its or- 
ganizational meeting in Spokane, Washington, 
in August, 1912. He served as National Di- 
rector in 1915-1916. He was a Past-President 
of the Minnesota Credit Bureau Association; 
was active in the Duluth Chamber of Com- 
merce; and was a founder and director of the 
Duluth Automobile Club. He was also a mem- 
ber of the Duluth Elks Lodge. 

He is survived by a widow and daughter, 
Louise, three brothers, Robert of Duluth, Sam 
of Minneapolis, Frank of Culbertson, Mon- 
tana, and a sister, Mrs. Edward Wilson of 
Duluth. Our condolences go out to members 
of the family in their bereavement. 

His untimely death thins the ranks of the 
founders of this Association and leaves a va- 
cancy in our organization that will be difficult 


to fill. 
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“The San Francisco convention was my first Na- 
tional convention and I do not believe | ever at- 
tended a convention where the worthwhile things 
were stressed and delegates really got something 
that could be applied to their everyday work as at 
this convention. If humanly possible, I will attend 


all National conventions from now on.”’—Carmen L,. 
Randall, Rutter and Sons, Topeka, Kansas. 
“Der 


“I attended the San Francisco convention 
and I was so impressed with the meetings 
and activities of the Association, that I am 
anxious to become a member. I am enclos- 
ing a membership blank as well as our check 
for $5.00 to cover the first year’s dues. I hope 
this will entitle me to receive an August issue 
of the ‘Credit World,’ as I think it very worth- 
while.”—Constance M. Brown, Credit Man- 
ager, Dobyns Footwear, Long Beach, Calif. 

“er 
“As Chairman of the Convention Committee of 
the Credit Women’s Breakfast Clubs of North 
America, I want to extend my appreciation for the 
cooperation given in the arrangement for our activi- 
ties at the San Francisco convention. It was a 
splendid convention and will long be remembered.” 
—Ethel Dopp, First Vice-President, Credit Wom- 
en’s Breakfast Clubs of North America, Spokane. 
DE" 

Copy of the following letter addressed to 
Mr. J. A. Gross, General Manager, Retail 
Merchants’ Credit Association, Los Angeles, 
California, has reached the National Office: 

“Having wound up our series of special 
broadcasts in connection with various organ- 
izations, we feel that you ought to know that 
the retail credit men, and your own office in 
particular, did one of the finest jobs of publi- 
cizing the program we have seen. 

“We particularly liked the efficient way 
your many credit bureaus cooperated in the 
matter of bulletins. Please accept our sincere 
personal thanks for your own efforts in ef- 
fecting the tie-up.”—““Lum ’n’ Abner” (Chet 
Lauck and N. Goff). 

“Der 


“In behalf of our mutual friend, Sherman L,. Gil- 
fillan, Mrs. Gilfillan and their numerous friends in 
our organization, I am pleased to pass on to you an 
expression of their appreciation for the very fine 
courtesy extended, in offering two minutes of silent 
prayer at the San Francisco Convention, for the 
speedy recovery of Mr. Gilfillan. 

“Individually, and collectively, we, in our Asso- 
ciation feel this one of the really fine things which 
can be done for one in this life and we want to go on 
record as acknowledging the incident with utmost 
sincerity and appreciation.”—A. C. Stevensen, Sec- 
retary, Retail Credit Association of Minneapolis. 

(Note: Mr. Gilfillan is seriously ill at his home in 
Hopkins, Minn., R. R. No. 2. We know he would be 
pleased to receive messages from his many friends 
in the United States and Canada.) 
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She Credit Clinic 


...A “give-and-take” page, wherein readers may ask— 
and answer—questions about their credit and collection 
problems and solve them in the laboratory of practical 


ARTHUR H. HERT, Research Director 
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Are Additions to Installment Contracts Profitable? 


THE QUESTION: “A customer purchases $200 worth 
of merchandise on installment contract and agrees to pay 
$17.67 monthly. This payment includes six per cent inter- 
est for one year, which is for the duration of the contract. 
After the customer has made six monthly payments he is 
induced by the store to purchase additional merchandise 
which would bring the balance owing to approximately 
$200. He is told the additional merchandise may be had 
at no increase in monthly payments to the store. 

“Would you consider transactions of this type ‘good 
business’ ?” 

UR Research Division asked 43 furniture stores 
and 20 department stores for their opinions. Fol- 
lowing are some of the replies: 


Atlanta, Ga.: ‘““We make additions to customer’s ac- 
counts without an increase in terms providing the contract 
stays within the twelve month period. We feel this is 
‘good business’ for several reasons; mainly that we con- 
tinue to keep the customer and, of course, value their bust- 
ness. Equity in the first purchase is usually sufficient by the 
time the addition is made to warrant the addition. We 
feel it is “good business.’ ”’ 

x % * 

Baltimore, Md.: ‘The problem of add-ons to install- 
ment accounts is one that can rarely be solved to a cus- 
tomer’s satisfaction without some variation of technical 
rules of accounting. 

“When a customer, whose account is acceptable to us, 
wants to add to an installment account already running, 
we merge the unpaid balance on the old contract with the 
addition and add a carrying charge only on the additions. 
We require a proportionate down payment on the addi- 
tions and allow new monthly payments to apply against 
the balance. We do not follow that procedure, if the cus- 
tomer desires to reduce his payments. This would mean a 
longer period of liquidation for the original transaction, 
but subject to this exception, our rule is universally ap- 
plied. 

“The average installment customer’s contract calls for 
as large a monthly payment as his purse can stand. Unless 
we are willing to continue additions at the same rate, the 
result would be a stifling of trade and driving business 
elsewhere. The net result is, that a customer pays a Carry- 
ing charge on every transaction for the number of months 
taken to liquidate a contract; and too much attention is 
not given to minor details, but in every case the payments 
of each transaction are calculated in equal amount.” 

* * * 
Dallas, Texas: “This is ‘good business,’ because: 
Reason No. {: A customer who has made six monthly 


payments according to contract and has reduced the bill 
more than one-half has proven that he is a safe credit risk. 

Reason No. 2: He is able and willing to pay. 

Reason No. 3: Where the terms are satisfactory we 
would welcome an additional purchase up to the original 
amount with no increase in terms. Continued patronage 
from good customers is always ‘good business.’ ” 

* a ce 

Denver, Colo.: ‘While it is true that you would not 
receive any payment on the merchandise which is added to 
the account for six months, you still have an account on 
your books that pays out in a year’s time. An account that 
pays out in a year is ‘good business’ and we would like to 
have a great deal of it.” 

+* * * 

Des Moines, Iowa: ‘We encourage such _ business 
and are happy to have our customers add to their contract 
purchases. Our position is different from the majority of 
the stores as we do not charge interest on such items as 
carpeting, furniture, draperies, etc., until after the first 
twelve months because furniture stores in this city do not 
add a carrying charge. Whenever we have opened a 
budget or installment account with a customer and they 
have paid as agreed and have reduced their indebtedness 
one-half of the original amount, it is satisfactory to add to 
this contract. We try to hold our contracts to a year’s 
time because of the no interest charge.” 


Des Moines, Iowa: “If the customer is well rated 
and able to pay, we would, consider it ‘good business’ to 
add this merchandise to the account without any increase 
in monthly payments. We presume that additional inter- 
est would be added to take care of the additional period 
with stores where interest is charged on installment ac- 
counts. 

“Whenever this subject is brought up at conventions, 
the speakers always urged adding additional merchandise 
to the accounts, especially when they are about to be paid 
out. Without exception this is urged without a change in 
the paying method.” 

* * * 

Fort Smith, Ark.: “I would consider the transaction 
‘good business,’ because the customer was good for a prior 
credit risk of $200, and his character, capacity, capital, 
and his condition had not changed, therefore, he is cer- 
tainly good for $200 at this time. The carrying charge 
must be added for the additional time taken to pay the 
contract.” 

* * * 

Kansas City, Mo.: “I see no necessity in increasing 
the terms, unless the merchandise is of a soft goods nature, 
or unless the addition increases the outstanding balance to 
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such an extent that an increase of terms is necessitated. 
Nothing should be added’ on to a bill of goods without a 
down payment, that is, a down payment on the additional 
purchase. 

“There must be some restriction to keep the installment 
class of customers from over-loading. It is advisable from 
time to time to have the account liquidated in order that 
they may have a breathing spell. 

“T consider a transaction of this type as ‘good business’ 
as we have been doing it for years and have found it to 
be successful. This is about the best reason that can be 
given.” = 

Memphis, Tenn.: “I would consider a transaction of 
this type ‘good business,’ provided additional interest was 
charged. If a customer pays six monthly payments 
promptly, he is entitled to additional merchandise with no 
down payment. This not only results in a satisfied cus- 
tomer, but also increases sales on a sound basis.” 

* * * 

Minneapolis, Minn.: “Adding to an account as the 
amount is diminished has been satisfactory to this store, 
and with most stores in the Twin Cities for a long time. 
It increases the amount of purchases, otherwise customers 
would either have to run two accounts which would re- 
quire larger payments, or they would have to wait until 
they paid up one account before they opened another. 
From the value of business standpoint, we consider this 
procedure very satisfactory.” 

* * * 

New Orleans, La.: “If we had a customer who pur- 
chased $200.00 worth of merchandise and paid six months 
and called at our office to make additional purchases, we 
would draw up a new contract which required a down 
payment. If the customer’s credit record justifies it, we 
will handle as many as three contracts at one time.” 

* * * 

Oakland, Calif.: ‘““This is excellent business, provid- 
ing ; 

1. That the status of the customer is the same or better 
than it was when the original sale was made. 

2. That payments have been made with a fair degree of 
promptness. 

3. That the six months additional time does not extend 
the contract beyond the normal expectancy of the mer- 
chandise. 

4. That the additional time is not an abuse of com- 
munity credit policies. 

5. That the additional sale be made on a supplemental 
agreement, and 

6. That the supplemental agreement is legally correct.” 

* * * 


Oklahoma City, Okla.: “I do not consider this type 
of business ‘good business” because the merchant would 
have to borrow too much money to pay his accounts. The 
interest on this money would be more than the profit that 
he made on such transactions, taking into consideration 
that he would lose 1 or more per cent on all such ac- 
counts. In addition he would have to take into considera- 
tion the type of merchandise and the responsibility of the 
people buying the merchandise. 

“Where a customer is in debt to a store on a long term 
contract account, they would not receive any cash business 
from this customer. Merchants who will allow their cus- 
tomers to owe them overdue accounts in excess of a nor- 
mal trend, and who try to tie their customers to them by 
letting them owe a continuous overdue account, do not 
have money available to pay their bills. They must, there- 
fore, have a liberal line of credit at financial institutions 
to take advantage of discounts offered by manufacturers.” 
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St. Louis, Mo.: “The most appropriate answer is to 
ask why a transaction of this type would not be ‘good 
business,’ assuming that the terms of the previous agree- 
ment had been faithfully adhered to and the circumstances 
affecting the customer’s resources had not changed during 
the time the contract had been in force. Someone may ad- 
vance the theory that it would be approximately six 
months before any payment was received on the new pur- 
chases ; however, this view is more or less arbitrary. We 
welcome transactions of this kind and make an effort to 
secure this type of business. This is conclusive proof that 
we consider this type of transaction ‘good business.’ ” 

* * * 


San Francisco, Calif.: “Transactions of this nature 
are ‘good business’ for the following reasons, assuming the 
customers pay as agreed: 

1. Keeps a good account open. 

2. Prevents the customer from going elsewhere to buy. 

3. The store receives a greater guarantee that both old 
and new purchases will be paid.” 

* * 


St. Paul, Minn.: “Several things should be taken into 
consideration. If, for example, a customer had originally 
purchased $200.00 worth of merchandise and made six 
monthly payments of $17.67, thereby paying a little over 
50 per cent on the original purchase; and if the history of 
the account had been satisfactory, and payments been made 
promptly, we would add an additional $93.00 or $94.00 
without an increase in payments. We would take into 
consideration the fact that the customer had an equity 
invested of $106.00, and this should be sufficient amount 
to protect the second charge. 

“We assume that there would also be an additional 
carrying charge on the second payment. We have, of 
course, placed great emphasis on whether the customer 
kept up the payments on his original purchase in a satis- 
factory manner. 


“We just completed a ‘sales promotion’ preliminary 
ary to 
our August sale, in which we mailed out approximately 
14,000 pamphlets to our active accounts, and those ac- 
counts that have been paid up in the past two years; invit- 
ing these customers to participate in a private sale for pre- 
ferred customers only. The main feature of this event was 
that customers were invited to make additional purchases 
to the contract up to $50.00 with no down payment. This 
special offer did not apply to accounts on the books which 
were in any way past due. The response to this offer was 
very satisfactory.” 
* + * 


Worcester, Mass.: “We charge only 5 per cent on 
the contract after the down payment is credited, but we 
do not always receive a down payment. I would consider 
it “good business’ to sell another $100.00 worth of goods 
in this case on the same monthly payments. The store 
charges 6 per cent per annum for the use of the goods 
which is equivalent of money, and as the customer has paid 
every month, the store is really receiving 12 per cent for 
the use of their capital in addition to a profit on the mer- 
chandise. The function of any retail store is to make a 
profit. The Credit Manager should be the best salesman 
in the store, and should never permit an opportunity to 
pass without consummating a sale, especially in those 
stores where the bad debt loss is very low. Statistics show 
that in 1938 the average bad debt loss on open accounts 
in department stores was 0.27 per cent, and on installment 
accounts, 1.13 per cent. Rejections were 10.9 per cent, 
which would indicate that the average Credit Manager is 
rejecting a lot of good business.” 
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The Postal Service--Its Value to Business 


By JOHN A. KING* 
Superintendent, Division of Registered Mails, Post Office Department, Washington, D. C. 


ous transactions through the Postal Service, takes 
the mails as a matter of course, and only rarely does 
he make complaint or offer suggestions. Some business 
men are not familiar with the organization of the Post 
Office Department, consequently I will explain the set-up 
briefly. The Postmaster General is, of course, the head 
of the Department, and in addition to his immediate of- 
ficial family, there are connected with his office the Chief 
Inspector, the Solicitor, and the Chief Clerk. The First 
Assistant Postmaster General is in charge of personnel; 
the Second Assistant Postmaster General, in charge of 
transportation; the Third Assistant Postmaster General, 
in charge of finance; the Fourth Assistant Postmaster 
General, in charge of equipment, sup- 
plies, building operations, motor vehicle 
service and certain other activities ; and 
the Comptroller, Bureau of Accounts. 
The Post Office Department is now, 
and usually has been, conducted eco- 
nomically, and, we think, efficiently. 
The Department is a comparatively 
small organization. From the Post- 
master General down, there are ap- 
proximately 1,400 persons on the rolls 
of the Department. This small force 
directs and coordinates the activities of 
the more than 300,000 classified em- 
ployees and other persons connected 
with the Postal Service. It will, there- 
fore, be readily apparent that there are 
not as many persons employed in the 
Post Office Department at Washington as, for instance, 
you will find in some department stores. It might also 
interest you to know that, with very few exceptions, the 
officials of the Department are men who have come up 
through the ranks after many years of postal experience. 


p \ HE average business man, although handling numer- 


National Office Representation 

A frequent and welcome visitor at the Department is 
your Washington representative, Mr. R. Preston Shealey. 
He calls, from time to time, with regard to postal prob- 
lems involving your organization as a whole, or its in- 
dividual members. Mr. Shealey is well known to many 
of us as a prominent lawyer and author. He has a special- 
ized knowledge of legislation, regulations, and rules relat- 
ing to the subject of retail credit. We listen with interest 
to any matter he may present. Mr. Shealey is anxious, 
and so are we, that you make a widespread use of the 
mails. He feels, and so do we, that the registry service, 
for instance, offers many advantages to those engaged in 
the administration of retail credit. 





*An address at the Twenty-Seventh Annual Convention, 
N. R. C. A., San Francisco, Calif., June 20-23, 1939. 
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Harris and Ewing 


Largest in the World 


The postal service is the largest single business organ- 
ization in the world. Some idea of the gigantic volume 
of business handled can be obtained from information 
gathered at the close of the last fiscal year. During that 
year, we handled more than 26 billion pieces of mail mat- 
ter. There were more than 670 million parcels and 210 
million pieces of air mail. —The number of post offices was 
about 44,600, and the gross revenue was $728,634,051. 
There were about 14 billion, 900 million ordinary postage 
stamps issued. The total number of pieces registered, in- 
sured or sent C. O. D., was more than 168 million. The 
number of pieces of special delivery mail was about 89,- 
000,000. There were 247,798,599 domestic and 2,656,- 
106 international money orders issued, 
having a total value of $2,180,268,- 
389.48. 


Postal business seems to be good. In 
a newspaper release of May 28, the 
Postmaster General announced that the 
postal revenue for the month of April 
increased about $1,500,000 over the 
same month the previous year. It was 
also stated that the postal receipts for 
the first 10 months of the current fiscal 
year increased approximately 10 million 
dollars over the first 10 months of the 
last fiscal year. For the first 4 months 
of the present calendar year, postal 
revenues were 8 million dollars ahead 
of the same period a year ago. 


Postal Receipts a Business Barometer 


In a statement of the postal receipts at 15 large offices 
for the week ended June 9, increases were noted at 14 of 
the 15 offices with an average increase of 7.37 per cent 
over the same period in 1938. If the postal service is the 
barometer it is thought to be, business generally must be 
on the upward trend. 


I am most interested, of course, in the domestic registry, 
insurance, and collect-on-delivery services, as these fea- 
tures are under the jurisdiction of the Division of Regis- 
tered Mails. It is not my purpose, however, to discuss 
the insurance and collect-on-delivery services, but rather 
those features of the registry service which are of particu- 
lar interest to credit men. We, at the Department, be- 
lieve that the registry service of this country is unexcelled 
by any mail service in the world. It was established by 
law in 1855 for the greater security of valuable mail and 
may well be described as the blood stream of American 
business. The Federal Government, Federal Reserve, 
and other banks, and practically all other financial institu- 
tions utilize the registry service for the shipment of cur- 
rency, coin, and securities. Brokerage houses, jewelers, 
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and the like use the registry service extensively, and it is 
also patronized by state, county, and municipal govern- 
ments, and to some extent by courts, lawyers, title com- 
panies, and credit men. 


Maximum Security in Registry Service 

The Department discourages the use of the ordinary 
mails for valuable or important matter which should be 
given the protection of the registry service. The registry 
service is particularly recommended for letters for which 
the sender desires to obtain the maximum security ac- 
corded by mail service, for those for which a return 
receipt is wanted, and for letters which the sender desires 
to restrict in delivery, either to the addressee only, or to 
the addressee or order. It is also recommended for the 
less valuable shipments of coin or currency (when money 
orders are not available), for jewelry, precious stones, 
and articles of similar nature, the transmission of which 
as unsealed third-class or parcel post matter would facili- 
tate loss without means of fixing responsibility therefor. 
Matter for registration may be presented at any post of- 
fice or station; city, village, and rural carriers also accept 
such mail. 

Careful inquiry into this service will result in its much 
wider patronage by members of associations such as yours. 
Here are a few specific reasons why the registry service 
may be utilized to advantage by credit men. The system 
of records and receipts provided, and the special protec- 
tion given registered mail assure safe carriage of your 
registered letters. —The number of losses is negligible. A 
receipt evidencing the mailing of the article is issued to 
the sender, and record of mailing and of delivery of the 
letter is maintained at the mailing and delivery offices, 
respectively. Registered articles for delivery by carriers 
are charged out to them and proper check-up made of 
their returns, insuring more careful treatment of regis- 
tered letters by carriers than might be accorded ordinary 
mail. Return receipts can be obtained signed by the ad- 
dressee or his authorized representative, and also to show 
where delivery of the registered article was effected, when 
such receipts are requested and the required fee is paid. 
Delivery may be restricted to the addressee only, or to the 
addressee or order, if this service is requested and the 
prescribed fee paid. 

During the last fiscal year, there were 42,129,085 
articles sent as paid domestic registered mail and 18,923,- 
254 senders’ return receipts were requested in connection 
with such matter. 


Important Tasks of Registry Service 

From time to time the Registry Service has had impor- 
tant tasks assigned to it. My last visit to San Francisco 
was in 1934, when we were making arrangements for the 
handling of the gold shipments of exceptional value from 
the mint here to the mint at Denver. More recently, we 
safely transported even larger quantities of gold from 
New York and Philadelphia to Fort Knox. 

Many will recall the distribution a few years ago, by 
registered mail, of the adjusted service bonds. We, in the 
Post Office Department, are very proud of the speed and 
accuracy with which these bonds were distributed, de- 
livered and paid. When the books on this important 
undertaking shall have been closed, it will be found that 
there were only a negligible number of instances of wrong 
certification and payment of adjusted service bonds. The 
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successful handling of the adjusted service bonds was the 
direct result of whole-hearted and efficient cooperation 
with the Postal Service by the veterans’ organizations, by 
service clubs, and by patriotic and civic-minded citizens 
generally. 

The feature of the registry system which apparently 
interests credit men most is the “sender’s receipt.” There 
are three forms of these receipts: one for which a charge 
of 3 cents is made at the time of mailing, showing to 
whom and when a registered article was delivered; the 
second, a similar receipt costing 5 cents, requested after 
the mailing of a registered article; and the third, a return 
receipt showing to whom, when, and the address at which 
the registered piece was delivered. These receipts are re- 
ceived in the courts as prima facie evidence of delivery of 
the articles involved. 


Return Receipts Showing Address 

The return receipt showing the address at which a \et- 
ter was delivered is one in which credit men are particu- 
larly concerned. In fact, the legislation authorizing this 
particular type of receipt was obtained through the efforts 
of your association. In looking over the records, it seems 
that efforts to obtain this special form of receipt origi- 
nated about 1914, when a trade association addressed a 
communication to the Department on the subject. Shortly 
thereafter, a chain store organization started a campaign 
to interest members of Congress and the Department in 
providing such receipts. From that time on, one bill after 
another on this subject was introduced in Congress, but 
none was successful until 1931. 

The Department consistently opposed efforts to provide 
this form of receipt, arguing that the postal service should 
confine its functions to the collection, transmission, and 
delivery of mail, and was not interested in including the 
relations of buyer and seller, debtor and creditor, in the 
furnishing of information when the addressee was un- 
willing to have his address disclosed. However, as the 
legislation was enacted, it is, of course, being literally en- 
forced by the Department. When the hearings on this 
particular bill were held before the subcommittee of the 
committee of the Post Office and Post Roads of the House 
of Representatives in January, 1930, there appeared for 
the bill among others, Mr. R. P. Shealey, Washington 
Representative of your National Association, Mr. James 
R. Hewitt of Baltimore, Chairman of the legislative com- 
mittee of your organization at that time and Mr. Howard 
C. Sparks of Cincinnati, Vice-Chairman. 


Law on Obtaining Receipts 

The law on the subject of return receipts provides that 
a receipt shall be obtained showing, among other things, 
the address at which the related registered article was 
delivered. In some instances, the letter is not deliverable 
at the address shown on the registered article. In such 
cases, a notice is left advising the addressee where the 
letter is held, and that it will be taken out again for de- 
livery if, in the meantime, it is not called for at the post 
office. In some of these cases, the addressee calls at the 
post office and signs for and accepts the registered article, 
and in some such instances senders have requested that 
the post office ascertain the address of the addressee and 
show it on the return receipt, instead of indicating that 
delivery was made at the post office. The law does not 
require that this be done, and the Department has, of 
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course, declined to request that the delivering postal em- 
ployees obtain the information, and it is believed that in 
the majority of cases the addressee calling at the post 
office for the registered article would object to furnishing 
information as to his address. 

For a time following the establishment of this new 
form of receipt, requests were received at the Department 
for refund of return receipt fees in those instances where 
the Department was not successful in making delivery 
and securing properly signed receipts. Later, the Depart- 
ment obtained legislation which provided that no refunds 
shall be made of such fees for registered or insured mail 
where the failure to furnish the sender a return receipt or 
the equivalent is not due to the fault of the postal service. 
It seems apparent that no refund of the return receipt fee 
is equitably due where the failure to deliver the article 
could not be attributed to 
any delinquency on the part 





filling in fictitious data and cashing them at stores, hotels, 
and filling stations. In an effort to protect postmasters 
and the public, the Post Office Department, through the 
daily Postal Bulletin, publishes particulars of stolen money 
order forms. In some instances the local credit men’s 
associations obtain information concerning such bogus 
money orders from the postmasters. When a money order 
is presented to any member of the association by an un- 
known person, it takes only a moment to telephone to the 
local post office and ascertain whether the order is listed 
as stolen. Frequently, this precaution has not only saved 
firms from loss, but enabled the authorities to apprehend 
the criminal. 

All are familiar with the quick transportation to dis- 
tant points accorded, at a nominal cost, by air mail and 
with the prompt delivery of mail at the office of address 
which is provided by the spe- 
cial delivery service. Special 





of the postal service. 





Demand for Return 
Receipts 

The new receipt has been 
popular, and during the last 
fiscal year 329,744 such re- 
turn receipts were requested 
to show the address at 
which the registered articles 
were delivered. This indi- 
cates that there is a mate- 
rial demand for this special 
feature. The Department, 
however, does not maintain 
any records to show what 
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In the October Issue 


‘*Better Collection Letters,’’ by Edwin H. 
Stuart, Edwin H. Stuart, Inc., Pittsburgh 


‘*Investigating and Analyzing the Credit Risk,’’ 
by W. L. Brian, Joske Brothers, San Antonio 


‘*Consumer Installment Debt Control,’’ by Dr. 
Clyde W. Phelps, University of Chattanooga, 


‘*Winning New Credit Customers,’’ by Howard 
W. Leonard, Joseph Horne Co., Pittsburgh 


‘‘Improving Collections Through Small Loan 
Companies,’’ by J. L. Whitehouse, People’s 
Finance Co., Salem, Ore. 


1 delivery service is particu- 
larly valuable where the 
article of mail involved is 
likely to reach the office of 
address on a holiday, Sun- 
day, Saturday afternoon, or 
at any time when its de- 
livery may be delayed if it 
were not sent special de- 
livery. A combination of 
the air mail and special de- 
livery services facilitates the 
receipt of the mail by the 
addressee to the greatest ex- 
tent possible, and provides 











proportion of registered 


_if invaluable service where it 





articles bearing requests for 

such return receipts fail of 

delivery, but all indications point to the fact that a sub- 
stantial number are actually delivered, and properly signed 
return receipts are received by the senders. 

The Post Office Department, in its desire to cooperate 
with business, offers a number of facilities whereby mail- 
ing lists can be kept up to date. Detailed information re- 
garding this matter may be obtained from your local post- 
master, or from the Department, upon request. When 
undeliverable pieces are returned, sound business practice 
dictates that the returned pieces be carefully checked 
against the mailing lists for corrections, removals, etc. 

One of the safest means for remitting money due, 
whether for installment payments or for long over-due ac- 
counts, is by postal money orders. These may be purchased 
at any postal station, as well as from rural carriers. 
Postal money orders do not “bounce back” stamped “In- 
sufficient funds.” There is no “service charge” but, if 
presented at the office on which drawn, money orders are 
paid for full face value, and, being an obligation of the 
United States, there is never any doubt of their being 
honored. Delay and expense in the credit department of 
each establishment will be avoided, if customers can be 
persuaded to adopt the safe postal money order habit for 
remittances on account. 


Postal Bulletin Service 


Occasionally, blank money order forms are stolen from 
post offices, and the thieves endeavor to negotiate them by 
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is important that remit- 

tances or other matter 
should be received by the addressee with the least delay 
possible. 

The insurance service for third and fourth-class parcel 
mail furnishes reimbursement in case of loss, and the col- 
lect-on-delivery service (a convenient way of collecting 
charges) at the same time provides indemnity in case of 
loss or failure to remit the C. O. D. charges which have 
been collected. 

I hope that in the near future we can have a National 
Registered Mail Week at which time we would be pleased 
if you would cooperate with us in popularizing this splen- 
did service so necessary to the business of our country. I 
want to thank the Association and the individual members 
for their present and past patronage. Rest assured we 
will endeavor to earn your continued support by render- 
ing more efficient service as time goes on. 

Der 


Positions Wanted 
Crepir MANAGER oR Crepir BUREAU MANAGER.— 
Fourteen years in credit and collection work. Eleven years 
in credit reporting and collection work and three as Credit 
Manager. Desires position with future, prefers to locate 
in Middlewest or West. Address Box 93, Crepir Wor cp. 


* * ca 
Crepir WoMAN.—For many years in charge of Credit 
Department outstanding New York Store. Interested in 
new connection. Prefers to remain in vicinity of New 


York City. Address Box 91, Creprr Wor pb. 
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Letters That Tell, Sell, and Collect 
(Continued from page 14.) 


about the ending. That is true always, in any type of 
letter, and is also true when you handle complaints. 


When you reach the end of such a letter, please don’t do 
what this man did: 


I regret indeed that, through error, you were sent an “out- 
standing balance notice” by our Collection Department. Your 
account has been maintained in a satisfactory condition and 
the notice was out of order. e 

Please consider this as an apology for our mistake. We 
aim to serve consumers in a manner that will please them, but 
now and then we do slip. 


Out of sixty-three words in that letter, eleven words are 
negative. 


Final Analyzation From Reader’s Viewpoint 

Finally, when you have written your letter, and it is 
ready to send, do you read it to make sure it is correct? 
Are you sure that it says exactly what you want it to say? 
In that last reading of the letter, make certain it has the 
right analysis. This procedure will go a long way in 
making your letter successful. 

Sometimes, a little thing will mean a great deal to you. 
Following is a letter that brought in a $100,000 order 
after forty seconds of reading it. It was received with a 
competitive bid by a number of steel companies. Without 
the letter, this company would never have received the 
bid ; with the letter, they got the bid. But they followed 
these four steps, and told the reader: 


Among the many bids you open today, ours is undoubtedly 
the highest; yet by the same token, it is the lowest. 

If we have judged correctly your present wants, you are 
much more interested in getting your hoisting engines to work 
at the earliest possible moment than you are in collecting pen- 
alties for delayed deliveries. 


We take it that nothing will please you more than being 
called upon to pay a handsome bonus to the manufacturer 
who gives you advance delivery. 

Our bid is based entirely upon this assumption. We are 
prepared to guarantee delivery sufficiently in advance of the 
contract date to earn for ourselves a substantial bonus and for 
you a still greater profit. To accomplish this, we are arrang- 
ing to focus upon your order the forces and equipment of our 
whole plant—an arrangement so costly as to eliminate all man- 
ufacturing profit and throw us wholly on the bonus for our 
compensation. 


Cable your acceptance and the work will start within an 
hour. 


And the work started within an hour. 


~~er 


Positions Wanted 
Crepir Executive—A new connection is sought by a 
Credit Executive with an outstanding record of twelve 
years in Credits, Collections, Office Management, Person- 
nel and Service in both chain organizations and depart- 
ment store work. Address Box 92, Creprr Wor p. 
* * ok 
Crepir MANAGER—Of large hardware, household, im- 
plement and automobile business, with 22 years experi- 
ence in credit extension, collections and office manage- 
ment, situated in the San Joaquin Valley, must obtain 
a new location by January 1, 1940. For further particu- 
lars, address: H. V. Maloney, Credit Manager, Turner 
Hardware Company, Modesto, California. 
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What to Do About Profitless Returns 


(Continued from page 7.) 


1. The possibility that the Oakland Merchants have 
not been hurt badly enough by excessive returns, particu- 
larly as few of the stores have approval systems. 

2. It is possible that stricter rules governing returns 
should have been adopted and enforced. 

3. The possibility that in many cases line executives did 
not follow through after the opening of the campaign with 
aggressive support, although heartily endorsing the move- 
ment. 

4. Oakland scheduled what proved to be a poor time 
for announcing the campaign. Plans were no more than 
complete when a postponement was necessary because of 
labor difficulties. It was not until September, 1938, that 
we were able to put the plan into operation. 

Before entering upon any program designed to minimize 
losses due to returned merchandise, committees should 
determine by research methods whether or not there is a 
need in the particular locality for a revision of policy re- 
garding returns; what proportions of returns are due to 
stores’ laxity or leniency and what to customer habits. 

When adequate, helpful, statistical material is avail- 
able a simple, effective, well-defined program should be 
developed to which all principal stores can subscribe. 
There should be sufficient tightening of return and ad- 
justment policies to impress the public with the need for 
cooperation ; with enthusiastic support on the part of top 
management and line executives. 





At last... a practical 
handbook on successful 


— LETTER 
WRITING 


Business and Personal 

























OME letters always get a check—an order 
—a job—whatever they go after. Other 
letters, just as carefully written, meet with 
nothing but a yawn of indifference. Why? 

To get the answer, big firms go to A. E. 
HOWER, one of America’s outstanding au- 
thorities on letter-writing. They pay this ex- 
pert hundreds of dollars to train their employ- 
ees in secrets of letter-writing! For 14 years 
Hower has been rendering this service to busi- 
ness, in addition to conducting a famous school 
and correspondence course in letter writing. 
Now all of this long practical experience, all 
the proven, successful Hower methods, have 
been put into a great new single volume—and 
offered at a fraction of the price you would 
have to pay for the Hower Course. 


NOW ONLY $1.96 
Order from 


National Retail Credit Association 
1218 Olive Street St. Louis, Mo. 
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The Barometer of 
Retaul Business 
Sales and Collection Trends 
July, 1939, vs. July, 1938 


Compiled by Research Division, National Retail 
' Credit Association 


Arthur H. Hert, Research Director 


6 REDIT sales increased 1.6 per cent during July; 


total sales 2.7 per cent, and collections 2.0 per 
cent in the United States and Canada, as com- 
pared with July, 1938. These increases were attributed 
to a general improvement in all lines of retail business. 
Of the 64 cities reporting, 48 cities reported increases 
in collections, while 51 reported increases in credit and 
total sales respectively. 
High-lights of the monthly analysis are shown in the 
tables below: 








High-Lights for July 


64 Cities reporting. 
22,112 Retail stores represented. 


COLLECTIONS 
48 Cities reported increases. 
2.0% Was the average increase for all 
cities. 
27.0% Was the greatest increase (Deca- 
tur, IIL) 
2 Cities reported no change. 
14 Cities reported decreases. 
20.0% Was the greatest decrease (Hel- 
ena, Mont.) 


CREDIT SALES 
51 Cities reported increases. 
1.6% Was the average increase for all 
cities. 
19.0% Was the greatest increase (Borger, 
Texas). 
3 Cities reported no change. 
10 Cities reported decreases. 
15.0% Was the greatest decrease (Lon- 
don, Ont.) 


TOTAL SALES 


51 Cities reported increases. 
2.7% Was the average increase for all 
cities. 
18.0% Was the greatest increase (Toledo, 
Ohio). 
1 City reported no change (Clarks- 
burg, W. Va.) 
12 Cities reported decreases. 
10.0% Was the greatest decrease (Albu- 
querque, N. M.). 
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Resolutions Adopted by the Twenty- 
Seventh Annual Convention 


HE Twenty-Seventh Annual Convention (at San 

Francisco, Calif., June 19-23) unanimously adopted 

twelve resolutions. In addition to those published 

in the August issue, following are three more of particu- 
lar significance to our members: 


Number Five* 


WHEREAS, Senate Bill No. 1740 (also H. R. 3395), 
known as the Sheppard-Robinson Bill to provide Federal 
aid and cooperation between the United States Depart- 
ment of Commerce and the Bureaus of Business Research 
in state universities, has been favorably reported out of the 
sub-committee of the Senate by the Committee on Com- 
merce and has been reported to the floor of the Senate; 
and 


WHEREAS, House of Representatives Bill No. 3395 
(also S. 1740), known as the Sheppard-Robinson Bill to 
provide Federal aid and cooperation between the United 
States Department of Commerce and the Bureaus of Busi- 
ness Research in state universities, has been favorably 
reported out of the sub-committee of the Interstate and 
Foreign Commerce Committee of the House, and accord- 
ing to usual procedure will be reported to the House at 
an early date; and 


WHEREAS, as a result of the passage of the bills 
referred to: 


1. There will be a stimulation of research in state uni- 
versities which will in turn vitalize teaching material, 

2. The benefits of such research will be made available 
to small business men, to local chambers of commerce and 
the public in general in a way to fit their conditions, and 
thus promote education in business, 

3. There will be made available to the Federal Govern- 
ment data and statistics which may be put to such prac- 
tical uses as the Government may devise, and 

4. There will accrue to the Federal Government a 
definite saving in getting an important job done at a 
lower cost, and 

WHEREAS, if the research in question is undertaken 
and supervised by the Bureaus of Business Research of 
state universities the results and benefits therefrom will 
accrue directly to the benefit of the ever-increasing popu- 
lation of colleges and universities; and 


WHEREAS, if the objectives of the Bureaus of Busi- 
ness Research of state universities are realized there will 
develop closer contacts and more vital relations and un- 
derstanding between our schools and business and social 
processes of the people ; and 


WHEREAS, the business men of those states in which 
Bureaus of Business Research of state universities are now 
functioning have come to rely upon the industrial surveys 
and business statistics emanating from the Bureaus and 
are highly interested in the passage of the bill; and 

WHEREAS, the credit experts in the business world 
have observed that the benefits to them from the re- 
searches and dissemination of facts and figures by the Bu- 
reaus of Business Research of state universities, pertain- 


*Abridged. 
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ing to credit department operations, have been of ines- 
timable value in the expense control in retail credit opera- 
tions ; and 


WHEREAS, from the statistical information and com- 
parative figures in connection with collections and losses 
on accounts there have been evolved indices of tremendous 
importance to credit managers, as a result of which eco- 
nomic losses in the operation of credit and collection de- 
partments have been reduced to an acceptable minimum, 
now therefore, 


BE IT RESOLVED, That the National Retail 
Credit Association heartily endorse Senate Bill No. 1740 
and House of Representatives Bill No. 3395; and 


BE IT FURTHER RESOLVED, That the National 
Retail Credit Association, through its General Manager- 
Treasurer, make this resolution known by distributing 
to each and all members of the Senate and House of Rep- 
resentatives a copy hereof, with the earnest request that 
the bills referred to be actively approved when presented 
before the Congress of the United States for passage. 


Number Six 
WHEREAS, although there has been a_ tendency 


throughout the country to adopt sound credit policies in 
connection with installment sales as recommended in reso- 
lutions passed at previous conventions of the National 
Retail Credit Association, and considerable improvement 
has been noted, some merchants continue to advertise easy 
terms and insufficient or no down payment. It is recog- 
nized that such terms contribute to unprofitable competi- 
tion which is harmful to the consumer as well as the re- 
tailer, now therefore, 


BE IT RESOLVED, That this Association again goes 
on record as opposing such policies and recommends to 
Local and State Associations that members be urged to 
adopt sound policies and to eliminate competition in terms. 
In addition it is recommended that a complete credit re- 
port on every new applicant for credit be procured from 
a Credit Bureau and that particular attention be paid to 
past employment as well as prospects of permanence of 
present employment ; and 


BE IT FURTHER RESOLVED, That a copy of 
this resolution be published in local newspapers and bul- 
letins of retail merchants’ associations, retail credit asso- 
ciations and credit bureaus. 


Number Twelve 
WHEREAS, the National Retail Credit Association in 
1928 sponsored the introduction in Congress of a bill to 


permit the garnishment of salaries of Federal employees; 
and 


WHEREAS, that bill and a similar bill of some years 
previous sponsored by the National Association of Retail 
Grocers failed of passage; but 


WHEREAS, developments in the past year or two 
have removed most of the serious objections advanced at 
the hearings on the two measures mentioned as to the 
necessity for the same and its equity in operation, viz.: 
the Chandler Bill, Chapter XIII, Wage-Earner Settle- 
ments, and the decision of the Supreme Court and action 
of Congress thereon taxing salaries of Federal employees, 
now therefore, 


(Continued on page 32.) 
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South Africa Member 
Considers Stickers Excellent 








reLemnone / iy re. scones 
2210 uxew * ] BONACORO" 
NU 
. Yor 
STORE 
covasuienas ees 
onse eones 
BRADLOWS BUILDINGS 
63 MARKET STREET 
JOHANNESBURG 


27th May, 1939. 


The Secre 


, 
ques National Retail Credit Association, 
"cron a 1218 Olive Street, 
‘. ST LOUIS MO. 
U.S.A. 
Scored, Bron 
4 cmos svar 
a0, 
. Dear Sir:- 


I received a copy of the Blue Book of Credit 
Benfica Ben and Collection Letters, together with a number of Stickers 
sworn, ws for which I must thank you, 
The Stickers are being used now and considered 
L tt by my Staff to be excellent. I feel sure that our collection 
enimowssvones efforts will benefit considerably by the use of the Stickers 
(Remco wa) 


Yours faithfully, 
+, We 
sAuseuny, 6 


SECRETARY. 


© All Communications to be addreved to the Compung and. not to individwale * 











Here Is One of the 
Stickers Mentioned 
In the Above 


Letter Just to 


Remind You-- 


that this account 
has probably been 
overlooked and 
we'll appreciate 
your remittance. 
Thank You! 


It is one of the old 
“Standard” series of 
stickers which we had 
discontinued. 





But our members 
wouldn’t let us dis- 
continue them! 








And Here Is 
the Other 
“Stand-By” 


There has been such 
a steady demand for 
these two stickers that 
we had to revive them 
and stock them because 
they are so successful. 
Price, $2.00 per 1000. 





NOW that we've 
reminded you, 


won’t you send 
us a check— 
please? 

Thank You! 








National Retail 
Credit Association 
1218 Olive —St. Louis 
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Credit Trends and the Retail Credit Survey 
(Continued from page 19.) 


disqualified from the use of any form of credit in a 
period of economic recession. 

Even considering these additional possibilities, it may 
be safely concluded that a general condition of terms lib- 
erality prevailed throughout the business recession of 
1938. Purely as a precaution against unwise use of credit, 
one may question what would have been the actual value 
of terms restriction at a time when the indications pointed 
to an extreme reduction in the number of consumers who 
were in the market for products sold on the deferred pay- 
ment basis. Why these consumers were not in the mar- 
ket, particularly for automobiles and appliances, is a very 
complex problem. There is no reason to believe that 
there was a shortage of these products, and deferred pay- 
ment terms were not restrictive. 

Some would find the answer in the simple formula that 
there was a recession in 1938 and consumers desiring 
these products either had less purchasing power, a lower 
credit standing, or became more cautious in their long 
term commitments. To others that answer is not sufh- 
cient, and they will note a relationship to the fact that 
liberal terms and abundant credit have speeded up the 
satisfaction of consumers’ requirements in recent vears. 
When liberal terms are applied for, the general satisfac- 
tion of requirements in the form of durable merchandise, 
the irregular timing of mass replacements of such prod- 
ucts as automobiles, radios, refrigerators, or washing ma- 
chines may widen the variations of productive activity in 
those industries. In turn, the industries which produce 
consumers’ durable goods have grown to such proportions 
that they are regarded as “key” industries, and when they 
slow down there may be widespread repercussions. It is 
entirely possible that these repercussions have such pro- 
found effects that they may influence a general decrease 
in purchasing power, giving a broader base for the argu- 
ment that installment sales decline because the credit of 
consumers is undermined. According to our report, con- 
sumers’ purchases from automobile dealers were off 48 
per cent in Detroit last year, compared with the average 
decline of 28 per cent for the entire country. It is sig- 
nificant that Detroit is a center of automobile production, 
which we have observed was also off 48 per cent in 1938. 

According to one point of view with reference to the 
most effective control of installment selling, a projection 
of probable trends should have been used as the basis for 
restricting terms as far back as 1936, anticipating the 
need for slack in the form of liberalization to equalize 
sales in 1938. Following this program, short terms and 
larger down payments in 1936 and 1937 might have re- 
tarded sales at that time, but a potential reservoir of un- 
satisfied demand would have been established to tide over 
the dull period under the use of more liberal credit. The 
findings of the Survey indicate that a few stores appear 
to have made use of this principle, but it cannot be effec- 
tive without general application on the part of all com- 
petitors in the same products. The timing of restrictive 
changes in terms during recent years indicates that the 
actual presence of conditions unfavorable to collections 
has been more important than the anticipation of factors 
which could be partially offset by a credit stimulus held 
in reserve. 

Collection Percentages and Consumer Retail 
Debts 

The changes which we have observed in the volume of 
retail activity are reflections of fundamental adjustments 
in the cash or credit position of consumers. These adjust- 
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ments also influence the rate of collections on retail ac- 
counts receivable. Our records for 1938 show that open- 
credit sales declined about 10 per cent, but the average 
rate of collections on open, or charge, accounts of more 
than 1,700 reporting stores declined only 3 per cent. In 
other words, the average open account was collected in 
63.4 days in 1938, or two days more time than was re- 
quired in 1937. A minor increase in the rate of open- 
account collections was reported by two trades (heating 
and plumbing and household appliance), but in the re- 
maining 12 trades covered in the Survey, collections in 
1938 required from less than one to a maximum of 514 
days longer, on the average. These moderate changes 
do not indicate that there was a serious collection prob- 
lem of general proportions. 


At the extremes, the average open account of reporting 
automobile dealers was collected in 37 days in 1938, but 
men’s clothing and women’s specialty stores required more 
than 70 days to collect the same type of credit. This 
range of experience may be accounted for by differences 
in practice, rather than the relative effectiveness of col- 
lection procedure. 

Because of widely different terms arrangements offered 
on a variety of products, installment collections reveal 
much greater variation between trades. Household ap- 
pliance stores reported the slowest installment collections 
of only 7.8 per cent of balances outstanding in the aver- 
age month of 1938, or a turnover of receivables in 385 
days. On the other hand, men’s clothing stores collected 
30 per cent of their balances in the average month of 
1938, a turnover in less than 100 days. 


Installment collections decreased during 1938 in the 
majority of the trades, but it is difficult to make accurate 
comparisons with the previous year. For example, the 
rate of installment collections of household appliance 
stores revealed increases of as much as 26 per cent above 
1937 in the concluding months of 1938, but this appears 
to have been caused by a run-off of receivables. That is 
to say, installment balances, which were not being re- 
plenished by new installment sales, decreased with greater 
severity than the volume of regular payments as fixed by 
contract on such accounts. 


Outstandings on Retail Accounts 


Although we have observed that retail sales on open 
credit declined somewhat more than 10 per cent in 1938, 
in view of the fact that collections were slower, it may 
be roughly estimated that the average amount of open 
credit outstanding on all retail accounts decreased from 
approximately 1,500 million dollars in 1937 to perhaps 
1,400 million dollars in 1938. ; 


An estimate for 1937 places the average amount of 
retail installment accounts outstanding during that vear 
at roughly 3,100 million dollars, representing an increase 
from 2,610 million dollars as the estimated monthly aver- 
age for 1936. In other words, although installment sales 
increased only 3 per cent in 1937 compared with 1936, 
the peculiarities of deferred payment selling resulted in a 
much more substantial accumulation of balances. It has 
been noted that installment sales declined about 29 per 
cent in 1938. However, many installment debts con- 
tracted in 1937 remained on the books in 1938, although 
they were being reduced by regular monthly payments. 
It is evident, therefore, that the average amount of in- 
stallment receivables in 1938 could not have declined as 
far below 1937 as the sales volume on such accounts. 
The average amount of installment paper held by a repre- 
sentative group of finance companies declined about 26 
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per cent in 1938 compared with 1937.* As a rule, auto- 
mobile paper is of shorter term than appliance or furni- 
ture paper, and would liquidate more rapidly. 

Considering these facts, it is possible that the average 
amount of retail installment paper outstanding in 1938 
declined about 20 per cent from 1937, or from 3,100 mil- 
lion dollars to approximately 2,480 million dollars. As 
these figures represent monthly averages, it is evident that 
the absolute decline from the highest point in 1937 to the 
lowest point at the close of 1938 would be a substantial 
figure, certainly exceeding 500 million dollars and pos- 
sibly approaching one billion dollars. The liquidation of 
automobile installment paper would constitute the larg- 
est individual factor in the decrease of all retail install- 
ment outstandings. 


Liquidation of Retail Obligations 


The liquidation of these retail obligations has had the 
effect of withdrawing a roughly equivalent amount of 
money from the fund of current purchasing power. How- 
ever, consumers have been frequently reminded that sup- 
plies of credit which have been released by the liquida- 
tion of various types of retail paper held by sales finance 
companies are still available for their use. Some of our 
primary credit institutions, the commercial banks, have 
also entered the competitive field of consumer financing. 
If consumers should make full use of all of the credit 
facilities now available to them, there would certainly be 
a decided stimulus wherever the borrowed funds were 
spent. However, as debts must be paid and human needs 
are not insatiable, the secondary reactions should also be 
given full consideration. 


Bad-Debt Losses 


Excluding the possibility of changes in installment 
terms, slower collections on retail accounts receivable are 
an indication that there has been a reduction in the cur- 
rent income received by the buying public, but a decrease 
of this character is not evenly distributed. In a year 
such as 1938, some individuals were not directly affected 
by economic conditions, others had a reduction of income, 
and some had their income entirely cut off. Although 
there is always a residue of accounts receivable which “go 
bad” each year, because of this unequal reduction of 
income an increase in charge-offs may be anticipated un- 
der adverse conditions. 

We have previously observed that trades which supply 
the day to day requirements of consumers revealed the 
smallest decreases in sales during 1938. On the other 
hand, these were the only trades reporting higher losses 
on open accounts in the comparisons with 1937. We may 
explain this by noting that the demand for the essentials 
of living continues irrespective of capacity to pay, and 
the merchant is generally “in the red” before the facts are 
known. Fortunately, none of the 14 trades covered in 
the Survey reported a significant increase in open account 
losses for 1938. 

In the case of long term contracts, results in 1938 were 
quite different, with all trades reporting higher install- 
ment losses. Measuring such losses as percentages of in- 
stallment sales, the loss ratio of lumber and building ma- 
terial dealers was more than doubled in comparison with 

8Automobile Financing, monthly release, Bureau of the Cen- 
sus, Department of Commerce. 

‘This relationship is clearly indicated in data comparing 
monthly income payments to individuals and department store 
collection ratios. (See Department Store Collections for 
March 1939, monthly release, Marketing Research Division, 


Bureau of Foreign and Domestic Commerce, Department of 
Commerce. ) 
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1937.5 The installment loss ratio for automobile dealers 
gained 80 per cent, and the ratios for department stores 
and household appliance stores advanced 40 per cent and 
70 per cent, respectively. The furniture store ratio for 
1938 was somewhat higher than the department store loss 
ratio, but it represented an increase of only 6 per cent 
from 1937. Clothing stores had higher loss ratios, but 
the increases were also comparatively small. 


Decrease in Bad-Debt Losses 


Based on the sample data in the Survey, it is estimated 
that the open-credit losses amounted to thirty-five one- 
hundredths of 1 per cent of all retail open-credit sales in 
1938, a decrease from thirty-seven one-hundredths of 1 
per cent in the previous year. Considering the decline 
in sales, however, the actual dollar volume of such losses 
declined from about 33 million dollars to 29 million dol- 
lars. Installment sales were off more than 28 per cent in 
1938, but the percentage of loss on these sales increased 
from an estimate of seventy-two one-hundredths of 1 per 
cent to 1.15 per cent, a gain in the dollar volume of these 
losses from 33 million dollars to 36 million dollars. In 
other words, the volume of open-credit sales in 1938 was 
more than twice that of installment sales, but installment 
losses, according to these figures, were about one-third 
greater. Perhaps the installment losses are partly com- 
pensated by carrying charges. 

While these loss figures totaling 65 million dollars in 
1938 serve to illustrate some interesting points, in my 
opinion the amounts are probably underestimated. The 
figures are computed from reports of stores which are 
believed to represent the most progressive establishments 
of larger size. Considering the fact that small stores 
generally have the highest loss ratios, proper weight from 
that group might raise the estimated total of all retail 
bad-debt losses in 1938 to as much as 75 to 100 mil- 
lion dollars. 

In conclusion, there is one more point which I would 
like to cover with reference to the whole problem of bad- 
debt losses. Throughout our Surveys we find no direct 
relationship between the rate at which open and install- 
ment accounts are collected in various trades and the 
amount of bad-debt losses. On open accounts there seem 
to be three primary factors which determine the size of 
the bad-debt loss. Some trades, such as department stores, 
have highly developed credit checking facilities and their 
open-credit losses are relatively low. In trades where 
specialized credit departments are exceptional, frequency 
of contact with individual customers may enable the mer- 
chant to constantly revise his judgment of credit risks and 
protect himself against loss. In combination with these 
factors, the size of individual purchases on credit, reflect- 
ing the type of merchandise handled in different trades, 
is an important element in bad-debt loss experience. 


Trade Variations in Bad-Debt Losses 


As a rule, installment account losses tend to run higher 
than open-account losses in the same trade, and there are 
extreme variations between trades. The time element 
and the larger value of deferred payment purchases are 
undoubtedly significant, but comparisons of practices and 
loss experience in different trades bring out an additional 
relationship which links these factors. 


5As installment-credit losses for each year are measured 
against the installment sales of that year, in some cases, par- 
ticularly where long terms are used, the dollar volume of 
losses may include the charge-off of contracts more than one 
year old. With a decrease in sales such as occurred in 1938, 
this may inflate the installment loss ratios to an unknown 
extent. 
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A series of questions in the 1938 Survey developed the 
information that in the household appliance, jewelry, and 
auto tire and accessory trades, where installment losses 
are highest, only minor consideration is given to an ad- 
justment of terms which will assure a repossession value 
sufficient at all times to cover the unpaid balance. On the 
other hand, the adequacy of repossession value was indi- 
cated as an important factor by automobile dealers. Con- 
sidering the high value of automobiles, the 17-month 
average length of automobile dealers’ contracts is rela- 
tively short when compared with 26 or 27 months as the 
average contract in household appliance stores, 13 months 
in the jewelry trade, and 6 months for auto supply stores. 
The conservative attitude of automobile dealers pays a 
dividend, however, for their installment loss ratio for 
1938 was the lowest of any of the major trades. 

Although jewelry, household appliance, and auto sup- 
ply stores lost from 314 to 414 cents on the installment 
sales dollar in 1938, automobile dealers lost less than one- 
half cent. Evidently, the widely accepted principle that 
deferred payments can be applied to any income bracket, 
provided that the monthly payments are reduced by ex- 
tending terms, has certain disadvantages unless additional 
safeguards are used to insure against loss. 
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Business Is—What? 
(Continued from page 5.) 
it cannot pay for, nor should be given what it is far more 
healthy to earn. Speaking as one who lives a busy life, 
whose creed is achievement through work, I believe that 
the attainment of a goal by personal effort, and conscious 
loyalty brings the most deep-seated satisfaction to a human 
being. 
Improvements in the Art of Living 

When asked recently if every woman has not the right 
to work for salary, my answer was, “There may not be 
enough gold in the world for a weekly salary check for 
all living people; however, each has a right to earn. The 
form of the payment is more difficult to be sure of.”” Busi- 
ness is not only a matter of exchange of materials and of 
services, but is also a matter of character and of intelli- 
gence. Business will be bettered and varied as we im- 
prove the art of living. 

In American civilization, the rights of life may have to 
be redefined in terms of the family as well as in terms of 
persons. The family must survive, if there is to be busi- 
ness of any kind. Farms, factories, railroads and radios 
will not continue to be operated in a country without 
families to use and enjoy them. Life will be less labori- 
ous for all as science increases the number of useful mech- 
anisms. Life will be better when each, through some 
useful occupation of hand or mind, has earned leisure to 
enjoy it. 

“God uses us to help each other sow, 
Lending our minds out.” 


Money is a magnificent commodity for human beings as 
long as we keep it associated with our minds and altruism. 


mer 


Seattle Credit Association Elects 
The Retail Credit Association of Seattle, at their meet- 
ing on May 22, elected the following: Wells Huntley, 
Retail Service Bureau, President ; Phil Wahlstrom, Stand- 
ard Furniture Co., Vice-President; Clayton Watkins, 
First National Bank, Secretary; and Douglas Stansbery, 
Retail Service Bureau, Treasurer. 

Osen and Doug Burroughs, 


Directors: Frank 
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Resolutions 
(Continued from page 29.) 


BE IT RESOLVED, This 22nd day of-June, 1939, 
that this Convention request the Congress of the United 
States to Enact a Law permitting the garnishment of the 
salaries of Federal employees, either to all States of the 
Union or to those States which permit garnishment of 
the salaries of their own employees, and that the Legisla- 
tive Committee be directed to sponsor a campaign to this 
end, and 


BE IT FURTHER RESOLVED, That a copy of 
this Resolution be sent to the Judiciary Committees of the 
National Congress. 


mer 


Position Wanted 


Crepit SALES, COLLECTION, PROMOTION MANAGER— 


29 years of age, 10 years excellent experience. Can travel. 
Address Box 94, Crepir Wor p. 
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